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" s ' preface

T K . - - N .
e . This is the report of the third annual Conference on the Financiai
‘ Measures Pgoject. - The purpose of the meetihg was to assess Progress in
Measuring Financial Conditions of Colleges and Universities. These are
the edited papers presented by those in the field invited to discuss their
perceptionsof the prospective uses of fihancial indicators and the results -
: of their attempts te'employ indicators at the institutional, state, regional
.and federal levels for management, and policy analysis and implementation.

. " The Conference was co-sponsored by the American Council on Education,
.o the National Association of ‘College and University Business Officers, and i
Co the National Center’for Education Statistics. ' . : . '

, . T . A N
T Carol Frances and Nathan Dickmeyer of .the Economics and Finance Unit
of .the American.Council on Education were responsible for organizing the
meeting. Scott Hughées of NACUBO, Paul Mertins of NCES and Sal Corrallo of
the Office of Education provided helpful guidance in planning’ the program

: . and identifying key speakers. Peggy Pollock of ACE and Anna Marie Cirino
*. - of NACUBO provided staff support in preparing for the meeting-and making

arrangements at the Conference site. Judith Stich of ACE edited the papers

¥

for the Conference report. - . e , '
. 'The Annapolis Conferences Have came to play a-significant role in

. strengthening linkages among the-people working in the field of financial

e , analysis for colleges and universities and in stimulating ideas about how

L - to accelerate progress. ‘We now have enough experience to see that the .
"« impacts of these Cdnferences extend far beyond the tings themselves, -

-,

i’artiqipati@ri in this pi’ocess with our oplleagues'is both professionally
- and persohally: rewarding. S - -
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. the underlying financial trends requlres smoothing of the@mamnal data over

. and’ expenditures relating to current operations, but also the accumulated .
‘stock of assets and liabilities shown on balance.sheets.

. ’ . .
A REVIEW OF PROGRESS '
TOWARD IMPLEMENTATION OF THE RECOMMENDATIONS
" OF THE 1978 CONFERENCE REPORT

- Garql Franoes ' -
, Chief, Econcmist' and Director, Economics and Finance Umt
) Amerlcan Council on Education
. . 03 B .

Consistent with our focus on results, this 1979 Conference Report opens
with a review of the progress that has been made in the ‘field over the year
since the last meeting. Each of the/eight recammendations from tl'{e 1978
report is set forth with an indication of any actions that have been taken. .
Then, based on an gqverall assessment of these activities and on thé extensive
discussions that togk place at-the most recent Conference, we have synthesized
recdmrendations for- the next-steps to take in thJ.s rapidly advancing field.

1. 'FJ.nan01al 1nd1cators should be developed using time-series data.

Many factors affectlng the fipancial conditions of colleges and-uni-
versltles——such as enrollments, endowment income, private gifts, or cost
increasesr-aré subject to such year-to-year fluctuations that analysis of

M—

/

Several years. In addltlon, cycles in overall eoononuc activity may affect
institutional finances. ,Consequently, c'haracterlzatn.on of longer term trends - -,

in the financi®¥ oondltlons of colleges and universities require that, financial ¢ |
indicators be oon;tructed and interpreted using time-series data covermg ex- |
tenslve enough periods to identify the longer temm trends. '

.2 2. [} .
Slgnlflcg.nt progress has been made Jn generating the longltudlnal fJ.nan— ) |
cial data necessary‘“for time series analysls with the inclusiorrof a Task 8 ) .
to do this work in the contract awarded 'this year by the NCES~Statistical . i

Analy51s Group in Education to the American Institute for.Research. - The
longitudinal data merged .for institutions reporting on the HEGIS Finance -
Surveys from 1975 to 1978 w111 be available J.n the Sprmg of 1980.

2. SteRs should be taken to design formats and procedures for collecting -
« balance ‘sheet data . o A

v .

Assessment of fmanc1al conditions requires not only data on revenues L .

A first attempt has been made to design a data collection instrument .
which includes balance sheet information, .to wrap-aromd the® cirrent Higher o,
Bducation General Information Survey finance questlonnalre This expanded
survey is to be undertaken with Office of Education support by the ACE  °
Higher Education Panel.” The survey has been tested in the field and will ‘ |
be sent-out tp approximately 500 institutions in the Spring of 1980. The : |
balance *Sheet data, cambined with HEGIS information, should be available, - ] |
. subject “to confidentiality restxictions, for prelzmlnary analysms i the — |
Fa}l of 1980. - - \ i

-
|
|

. . R "




»’ :
- 3. The possibility of collecting some fmanc:.al data by major item of expense
should be explored \ ra A

. This J.nformatlon is central to such analytic tasks as comparing ekpendlture
patterns among similar institutions and’ oonstructJ.ng broadly based higher - !
education price indexes.  Initial work in this area, which was finded by the
* National Science Foundation and carried out at Ohio State University by George
Baughmah demonstrates the feasibility 'of computerized reporting of expenditure
data. Detailed acoounting records of expendltures were organized on a con-
sistent format by obJect and by function at six différent levels of aggre-
gation for four major universities. There remains, however, a need for a much

broader base of expendlture data for different.types of institutions.

-

4. Financial indicators should be J.nterpreted in tontext, with consideration’
of the changes in the quality of education and other nonfinancial insti-
tutional resources.

-
t 2~

Interpretation of financial indicatgrs in the context of changes in the
quality of education and in other nonfinancial institutional resources is still
at a very rudimentary stage. Because of the vast importance of imbedding finan-

cial indicators into the other dimensions of 1nst1tut10nal v1tallty, much nore
work should be done in this area.

)

5. Data should be ge.nerated and reported for small, relatively hom)geneous
groups of Egtltutlons.

- Interpretatlon of financial 1.nd1cators requires that frames of reference
be developed These frames of reference can be constructed fram the range of -
» values of financial indicators for similar ‘institutions. At this stage in the
development of*fthancial ihdicators, fiuch more work should be done to specify
the dimensions along which institutions should be measured for similarity. In
this way, appropra.ate peer groups can be establ:.shed for the purposes of maklng
fJ.nancz.al ccmparlsons. T -’ ~

‘.l
. a

Eel:meatnon of peer groups mJ.gh% enconpass such characteristics as educa- .
tional mlqsmn, institution size (as measured by ‘enrollments or budget), degrees
offered, program d1Versz.ty, student body characteristics, student/faculty ratios,
faculty salary levels, per student instructional expenditures, financial struc-
,ture, (e.g., tuition dependence, auxJ.lJ.ary enterprises), tuition levels,
ccnpetlt.we strength, and location.

”

ReportJ.ng of the indicator values obtdined in cooperative studies by
financial peer groups is at a fud:mentary stage, Greups of mstltuﬁons in
workshops analyzing their financial copditions produce indicator values, but
the ¢ollection.and presentatlon of the carparatWe data has yet to be dene
. systematlcally. e




6. Efforts should begin to.identify chatdcteribtic values or normal re:mcies
of finangial indicators for specified groups of institutions. '

The d_evélopment of characteristic or normative values _fblj financial
indicators is passing through thrée stages: the first stage is simply sta-
tistical, reporting restlts of arithmetical camputations; the second stage
is structural, comparing the percentage shares of revenues or, expenditures
which describe the financial structure of the institutions. The third stage
is to attempt to produce operating values, based on understandings of how the
values relate to each other in.an on-going educational enterprise so that ™
‘the norms are given validity and meaning-not only from a statistical, but
also from a management perspective. The third stage has not yet been attempted
in any ‘co‘lprehensive way. . ' ' T .
. ' 4

« -

7. Greater technical assistance to perspective users of financial indicators.

During the last year workbooks for use in ¥inancial self-analysis have
been ‘designed in joint projects under the direction of Nathan Dickmeyer'of .
ACE, and Scott Hughes formerly of NACUBO and subseque{}tly with Peat, -Marwick,
Mitchell and Company. Workshops to help college administrators assess the
financial conditions they confront ha (been organized for groups of insti-
tutions through the series of Leadership Development Seminars sponsored by
the American Council on Education #nd co-sponsored by other educational .
associations, including the National Association of Independent Colléges and
Universities. These workshops as well as others organized by John Minter and
Associates with the participation of Hans Jenny appear to be helpful in
speeding up the dissemination of useful new approaches to.assessing the
-financial ®onditions of individual institutions. ‘

Nexct steps- in this’area involve helping the findncial administrators and
planners after they get back to their own campus to use the results of their
analyses in making major management decisiOn§.

8. Further conceptual development of finmancial indicators should be actively
4 encouraged. .

’

Progress in these fields seems to be made fastest in an iterative proteéss,
starting with the construction of a conceptual framework for identifying indi-
cators, interpreting them, attempting to use thg indicators to assess inancial
conditions, dvaluating the usefulness of the indidators in helping to make )
management choices, and then critically reviewing them again to strenthen
the conceptual framework for understanding them. At this stage of development ’
the process .is continuous,. accelerated now by the attempts to use indicators
at the institutional and stage level to.make planning decisions. The most |
fruitful new_z!’pproach for constructing the conceptual framework for interpreting
financial indicators seems to be an institutional resource allocation model,
built within a larger context, first of competition for students in theix
education market, ahd then. in-the still larger cantext of the overall éconamic
and financial envirorment, which is currently chatacterized by slow growth
and inflation. : : .

. @ <
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* + Recommendations ft)‘r‘hextSteps.' J Co - 'ru,"‘

ﬁ’
On the.basis of the preceedmg review of progress over the Jlast twelve

months in the rapJZc_ily advancing state of the art, as well as the discusions.
at- the Annapolls-3 Conference, we make the following recommendations for work

’ to be initiated in 1980 in the field of finaftcial J..ndJ.cator development and
Aanalysis for colleges and universities. Implementlng some “6f the recommenda-
tions requires major cooperation Bf the education sector and the natichal
‘statistical offices; other recozm‘endatlons could be acted on by individual }
analysts working at a single institution. :

° )
- .

- 2 e

Earlier Work to be Cont:mued and Intensified. ‘ D ! ) : .

<

" 1. The longltudlnal financial data which has been generated should be -
_updated annually as new surveyinformation becomes available. In, addition,
" the longitudinal’ data should be used to help assess-the quality of the 1nst1~
o tutlonally reported data. . o v \
} ‘e S

i 2. 'The feasibility of the netional oollectlon and publication of balance X
sheet data should be explored further. .

. 3. More work should be done on collect:mg consistent expen@
for colleges and universities, N

Peer group analysis should be made nore rlgorous, both 1n ‘the delmea-
o of the institutions included in oomparatlve analyses and in interpretatlon
of the values caltulated for the financial J.ndlcators for different groups. .

5. Analysis should be continued to strengthen the understandlng of the
managenent trade-offs being made between financial and nonfinancial lnStl-
tutJ.onal resources. .

[

New Work X be Inaugurated .. - . l

o

1. Work should be done on management decision processes for establlshlng
target levels for financial indicators 1n succeeding fiscal years to assist
in institutional plannlng and budgetlng

8, 4 . )
‘ - 2. Studies should be done of better ways to use f:manmal analyses as
bases for developing' improved planning, budgeting, and management strategies
to ach.1eve institutional educatlonal goals.

l L] L]

. , 3. Attempts should be made to gain a better understanding of the demo-
graphic, economic, political, and other factors that affect the institutions'’
ab‘llty to achieve the financial targets ﬂqey establlsh for themselves.

4, Inst1tut10nal sector financial analyses shgpid be exam.med for the
implications they hold for public policy issues concerning support for higher -
education. . - ,

5. The impacts on educatlonal quality and en educational opportunity for
students which result from the changing financial condltlons of colleges and
universities should be assessed. . N ) . .

¢ hd o

~ . . vii *




’ _J.nstltutJ.Ons mle focus, today, is on results, or at least, results so

‘ ’ . * ~

. ) “THE PURPOSE OF 'THE CONFERENCE g

‘v
v

© . carol Frarices ) LS
Chlef Eoonomlst and Director, Economics »and Flnanoe Unit
N American Council on Education o
is a pleasure to welcane you to this working conference. |The
‘the meetmg is to make a realistic assessment of the progress
that has been fade in measuring financial conditions of higher education

far of usmg our more carefully honed tools of flnanc1al analysls. B
-~ L]
In the last several years, we have worked to Spec1fy the needs for
better tools and proposed a number of innovations and’ reflnements. We ™
have reached the stage 1n the indicator development/process where it‘is.
useful to evaluate our progress, i .

The opening session of the conference is orgamzed to bring together ‘
the ,J.ndlcator developers and users to answer four questJ.ons

1. Who is usmg 1nd1cators§. . R T

\2\ Which 1nd1cators'> ' \ . e - S A
3.) How are the mdlcators being used? Ror wha purpose are spec1f1;:: '
indicators belng used? '

4, “What is happem.ng as a result? Who is do:.ng what d1fferently'>

We are at an exc1t_1.ng stage # this p¥cess, as we mtens1fyzour
testing of these indicators in use.. Now we need to take our own measure -~ .
. hoy are we doing? We can lock forward with great mterest to the candid Co-
' appralsals that we w:LlL hear at the conference. . ’

The oonference 1s co-sponsored by the American Counc1l on Educatlon,
the National Assocdiation of College ‘and University Business Officers, and
the .National Center for Education StatlstJ.cs, who have been oooperatlng in
bringing together those on the leading edge in development of financial - .
indicators in formal and informal meetings since 1975. Two of the _ ° :
principle people, in®this effo¥t - one from the public sector, MarJorle Chandler,
ahd one from the private sector, Scott Hughes - will shar/e their’ perceptlo

\of the purpose of this meeting.




- THE PURPOSE OF THE CONFERRCE ‘ 1,

.Y L. L

- . e . Marjorle Chandler ' .
At:t.mg D:Lrector, D1v151on of Postsecondary Education Statlstlcs
Natlona'l Center for Education Statistics

Afte.r much del:.berat:LOn I selected for my text a few lines from a
poem by E‘dna St. Vincent Millay: . e

’

Rains from the sky a meteoric shower |

Of facts.. They lie unquestloned, , ined;
wisdom enough to leech us of our illy

Is daily spun, but there exists no loom -

To weave it into fabrlc

These lines -express quite eloquently what we have ‘been domg atethe. *
conferences these past two years: We faced a supexabundanc/iof facts and
data and sought to convert it into information, , In the words of the poem
we have built a loom and are trying to weave g fabric. Now at this third
conference we are going to see how the fabrlc hodds up under@ractical use.

We are delighted to cooperate with ACE and NACUBO in this long standmg :
effort We are espec1ally pleased to have with us, as head of our NCES™ . °
conference delegatien today, Victor Wenk who is our new deputy administrator
of the center. In a very few minutes, he will speak to us about federal -
interest in the development of financial indicatoxs for poliey purposes.
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v . -'I)-IEPURPOSE-OF'I‘HECOI\IFERENCE e
i R o ‘ " K, Scott Hughes c,T ‘ BN
T i Dlregtor, Financial Management ‘Center: : Yo
' . _ ) NatJ.ona:l Association of College & Unlverslty Busmess Offlcers .
Just let e say/weloome for a third year For those of us %ho have
madeltthreeyearsmarw,1tfeelsgoodtobeback We have Carol to. .
7 . 1. thank for. putting this show together, It 1s certalnly a’good: opportl:m.ty s
.+ + _for us to gather together. S T >
"Let me Just say a’ fewwords with regard to NACUBO s, perspeatlve on the
conference. ) . _ :
R . ~ . . M o . -
) ! » On behalf of Francis an, who is ‘eur executive v1ce—pres1dent, and - ..
’ " the NACUBO organization,:welspme to the third.annual conference on financial
Y. - measures. The program looks to be a rich one and there should be plenty of -
. ' new ideas-and néw information ,for.us to ponder. .Froin NACUBO's perspective, o
-this conference is one of the few and maybé the only working session where
we can learn how others are addressing the problem of the easurement of
. umverslty and college financial conditions. Alsp, often in the rush of
- the moment we tend to bécome parochial in our thoughts and actions, to have -
- little opportunity to sit back and loock around and store up all of the good
C things that our oolleagues are doing. This conference is one of those rare’

opportunities. ) ) . ' cx

- For the first time, the Annapolis conference looks at some of the major oo
- work going on at the state level and in the accreditation proce’'ss, These

. are added dimensions that we may wish to continu& on an ongoing basis, ,
Another significant feature of this year's Annapolis conference is the )
emphasis on the assessment of financial condition: Jrather-than solely on a .
process. As we begin to learn more about how to measure financial strengths «° :
and weaknesses, the conference,should become more ‘result-oriented because it -
isn't until we have gathered the data, performed the analysi%, and made the
assessments that we can begin the next critical -stage of the proeess which |,
is policy determmation, that is, what management arnd policy actions are -

required given the part:.cular finaricial strengths and weaknesses of thew«~ ) \;\\"‘? ’
. '1nst1tutloﬁ"’5ﬁ”- . P " v D
) « ) '\) ? ’ . r') ) t‘

. ", ,;0ne of the major concerns of the NACUBO board, of directors is the oon-
tJ.nuJ.n‘g financial plight of the small colleges. Their. lack of finandial .
flexibility, theJ.r high Jbroportion.of fixed cost, and their tenuous’' enrollment

R situation puts many of these colleges in a perilous sitdation. In addition, ,

L iwis these same schools that lack the management strength and depth to o

i address their particularly, severe problens So if I were to make aplea ..

5 » for one specific type of gbjective that will caome out of this working con~ 2

. ference,” it would be go ericourage development of tools that will hélp eval- '

e uate the financial strengths and weaknesses of smalt—€olleges which will lead

. e thantwardmprovetrentmthelrn\anagettent practices and, atthesame time, ' -

. help federal pollcymake:cs improve ways of ass1st1ng those J.nstltutlons. y

e

S

Aga:Ln, welcome and I hope you have a goodtwodays. . .’ R
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S ‘ THE FEDERAL INTEREST IN DEVELOPMENTOF FINANCIAL L
o ‘ ~ INDICATORS FOR POLICY PURPOSES A
& . : R ‘ . R .
7 ) * Victor'D. Wenk . . Al
. e . ' Deputy Administrator . ¢ .

. National Center for Education Statistics

- : ‘e \\ ©

' As you know, tire Natiochal Center for Education- Statlstlcs is one" of
.z the three sponsors of this worklng conférence along with ACE and NACUBO.
The National Center s interest in ‘co-sponsoring the Gonference directly:
relates to two major mandated/mss:.ons of the Center. They are to report
" full and compl statistics on the condition of education in the United
States, and to prepare specialized analyses on the meaning of such statistics. =~
The Center has a further-goal in ensiring the maximum relevant use of NCES - . .|
, data, such as HEGIS, in the development of measures of that condition in ther
* " world of higher education. SJ.multaneously, we hope to improve the quallty
-of HBEGIS data by having the data utili%ed, and thereby demonstrating to users
and prdv:.ders the valye of supplying better, faster and pore consistent data.
L. As NCES data are ubed for analytic purposes, NCES learns nore abeut the - .
. K capabllltles and lJ.mJ.tatJ.ons of its data and data systems. The Center thus .
. > obtains ‘a guide’ to futuré plannﬁ'lg to J_mprove the qual;Lty and reach of its
S - data,
' S Because the Center is increasingly seen as /a-source of pollcy relevant
information, we want to prowde sucH information in.the formats and coriceptual - .
, frameworks most useful for policy analysis, developnent and mplementatJ.On
‘ : mvelopent of suitable financial health indicators could very well be «such
a case. Thus, we wish to entourage and facilitate the dialogue among researchers
o and_users actively developing indicators of financial health

o

b s o ‘ Personally, I feel the timing of thlS Gonference is h1ghly opportune, . e

; and I will be listening. vesy carefully to-the discussions and conclusions

reached about.the stated objectlves .of this conference~-narely to make a

systefnatlc assessment of progress in the field of financial indicators devel—

: opment: and to assess the value of the techniques being tested in use. fAs

= same of you probably already know, I'm qulte interested in approprlately T

s _shaping the National Center's future.program concerning th%ommlc and -
financial dimensiens of education., The discussion and resulds of th;gy-

e T ference can be quite useful in that process taken together with a n / of

iy , . other separate, but related, NCES activities. These activities J.ncIude the

n . followmé a literature review and synthesis of the development and use .of '
v oo T financial indicators for colléges and universities, condugted for-NCES under. '
0 .our SAGE tontract; NCES's participation gnd discussion with sponsors and ~

. part1c1pants at this -and prior Conferences; our ongoing work in the_ generatJ.on
eof%,?the Congress1onally mandated school finance equity profllvesr and our ~ -- )
péfi:thlpatlon in. the HEW School Flnance Project , .o < )

' 'I’he acta.ve Federal mterest in: support:mg postsecondary education
through student and mstltutlonal aid programs is, of course, well known.
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Equality of educational opportunity (including student acéses, student

choice, educational diversity) is emphasized. ILegislation, as,'fdr

, " exanple, Title III (strengthening and developing institutions), Title IV ?
(student a551stant) , Title VII (construction, reconstruction and renovation

of facilities), ard Title X (Community Colleges) as well as T1tle IX-
(proh:bltlon of sex dlscrlnu.na;gon) of the Education Amendments Of 1972 -
is J.mplemented by HEW and other Federal agencies through several programs

4

Federal interest in the development of fmancral indicators i often
measured from a baseline established by the 1974 Report of the National
Commission on the Financing of Postseoondary ‘Education. In examing,the
seriousness of financial disPress in institutions, at the time, and the (
_ possible necess:.ty for goverrm\ental iftervention, "members of the commission

noted that measuremént and comparison were complicated by lack of agreement
on a unifoim definition or criterion for, the existence, nature, and extent
of flnancual distress among pestsecondary institutions. The report, The
* Finaricing of Pdstsecondary Education, called for the dévelopment of national
standard indicators to determine the relative flnanc1al status of dlfferent
types of postSecondary mstltutlons R -
° + A more recent impetus is associated with the 1978 GAO report to Congress,
Problems and Outlook of Small Private Liberal Art Colleges, which recommended
that the Secretary of HEW perlodlcally assess the financial condition of
postsecondary education institutions, gonsidering standard indicators such
as those suggested by the National Commission on the Fmancmg of Postsecondary
Educatlon

L4
v © 7 - \\ ‘ .
A recent review of the fleld conducted for NCES indicates that since '

. 1973 more than 40 major studies generatJ_ng over 800 finarncial indicators (of
"which 15 have been’in Federal policy analyses areas) have been conducted for
one or more purposes. The number of indigatotg-developed seems to confirm
the belief ¥hat a variety of different indheafors is needed for different
purposes and users. . . . ¢

I would like to share with you some observations of mine' concerning the
Federal interest in the developrent of financial indicators for policy
purposes. It is clear thit the development of financial indicators could
help to improve ‘Federal policy Bevelopment in several ways. Suitably
developed and well accepted indicators could’give greater visibility to
problem areas in higher education and gllow for more informed judgments about
. National priorities. In a time of scarce resources and considerable competing .
_demands for these resources, this visibility could more clearly demonstrate
the extent and magnltude of higher education needs. Given current combinations
of danographlc and inflationary pressures, financial health indicators dig-
playlng Patterns of decline could influence Federal policy. For example,
detection of national and regional patterns of actual or potential restriction,,
on equality of oppoxtunities for students from different sectors of the
population (eé.g, minority, urban, rural, economically disadvantaged) and by =
category of institution would be helpful. Clearly, this kind of current and
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~ associated with success or failure .of programs. and, of course; to the degree '

. mination processes, and even though on® would expect any single indicator

»
- .

- a
¢

. -

prospective application supports the problem—identificatian phase of the .
policy- process.
J ' . ¢ ' N

In subsequent phases of the policy cycle, the indicators that we formulate
and select, coupled with process models and their underlying theoretical or . *= ————
empirical formulations, must provide a reasonable degree of predictive capa- =
bility in order to allow evaduation of the potential effects of alternative
strategies and programs. The proper balance between the relative stages of
development, of explanatory and predictive models and the stages of develop-
ment of financial health indicators must be determined. Financial indicators
alone do not suffice; examinations.of nonfinancial impact are also necessary.
This again raises a question of .relative balance, namely the desired pace
of development of indicators of monfinancial dimensions of the higher education,,

enterprise. as compared to the pace of development of financial indicators.

Iridicators may also serve Federal policy purposes 'in, post-implementation

ev gation activities by measuring the degree to which desired out s have

indeed been, or are being, achieved on.a national basis. More detajled )

indicators could be useful for diagnpsing the factors that are, op“are not,

that future indicators allow valid between-institutiqn comparisons, a common

pool of information could be established .thus facilitating interchange of

comparable normative informa_;;.i.'qn among institutiens. a '
E P

.
)

. . \

On the other sideof-ghe coin, there are the properties or characteristics
that one would require of indicators if they are likely to be used for Federal.
policy purposes. First, the conceptual (and calculational) basis of any: :
ndicator must be readily understandable by all potential audiences, in other
words, by others than just researchers and policy andlysts. Second, even °
though indicators may provide only one of the many inputs to policy deter-

to have a restricted range of applicability, it remains the responsibility

,ofy the indicator developer and those who apply the methodology to clearly

.delineate the proper uses and limitations of a methodology and its results. -
Ease of gathering and updating, at suitable intervals, reliable and timely

data that are input to an indicator's calculation have and will continue to

‘be extensively discussed. And finally, it would not surprise me if a sig-

nificant part of the discussion today and tomorrow revolved around the

questions of the adequacy and suitability of a framepwork for the validation

of proposed, indicators, and the actual conduct of such vali@é@é—?}’}_.ﬂl)di)ei._,_;-‘,, ]

e T »

et me close on that note. I am looking forward to participating ir
the discussions of the next day and a half. f .o
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"ADVANCES- IN~THE -USE OF FINANCIAL INDICATORS .
THE REGIONAL TATION PROCESS

William T. Haywood
Vice President for
Business AffaJ_rs
‘and Treasurer

Skidmore College

It is from the perspective of, service as the Chairman of the Sub-
comm.ttee on,Financial Stability, a subcommittee. of the Cammittees on
Standards and Reports of the Cammission on Colleges of the Southern

¢"Association of:Colleges and Schools (SACS), from membership-on the Task

Force for the development of the workbook "Self-Assessment of Financial
.Condition" recently published under the auspices of the American Council
on Bducation and the National Association of Colleges and University
Business Officers and from personal involvement for nearly three decades
in the accreditation prooess that thlS presentatlon is made.. Additionally,
I have had-an abiding intgfest over many years in attempt:mg to develop

7 working financial indicators as a tQol in the, accreditation process. .We .

" have found in ‘recent years with :LnflatJ.onary cost spirals resulting in
rapidly changing economic conditions in higher educational institutions
that our traditional approachés to financial stabJ.lJ.ty evaluation of our
institutions weére wholly J.nadequate leading frequently to embarrassment
-of the accrediting ‘agencies:and sometimes to chaos fior mstltutlons
'Formal: criteria for ‘the, evaluation of the financial conditions of colleges
.and-universities for either initial adcredifation or -reaffirmation of .
accreditation is essential if we are to be effective in our endeavor. We
have found that constant monitoring of financial condition frequently
forestalls disaster which would surely have occurred had the full ten-year
time span of the accreditation gycle run without interim review. Rea-
sonably -sophisticated tools are. ‘necessary in this effort. :

..

-

The accred:.t.mg process, for our purposes here is approached from the
point of view of the accrediting agency ‘with partlcular emphaSJ.s on thé )
— ———work rieeds of “the Subcomti ttes or *

to indicate the kinds of infermation that the Suboomm.ttee seeks about
college finances, the results of ithe Suboomnlttee s work, the helpful role
,of the use of finangial indicators in the'process and fi the role

. that SACS is.playing in the ‘use of financial indicators.' An outline of
the accreditation process and the work of the Subcommittee as a part of
that® process is indicated. .

~

\‘

o SACS covers 11 states and has in excess of 700 hlgher educatlon membef

institutions. The institdtions are divided into five groups referred to
as levels I through V, There are separate standing committees on Standards
.and Reports for Ievel I (2 year oolleges) and for Levels I - 1v, 1i. e
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those institutions which offer bachelor''s degrees only, thosé which offer
- bachelor's and master's degrees, these which offer bachelor's, master's and

doctor's .degrees, and those offering graduate or professmnal degrees only.

Each candidate institution for either accreditation or reaffifmation
conducts a comprehenSive self-study using standards and criteria established
by the commission to determine whether ‘the Standards of the commission are
met in achieving the institution's stated goals and objectives. 1In the
SACS area Standard Four is rather specific in identifying the crite.ria for
financial stability. .

A visiting committee of educators from ‘similar institutions is
appointed by the Commission to visit and study the institution and to
evaluate the institutional self-study. In addition to a number of academic
administrators and classroom teachers, each comittée usually consists of a
college or university pres1dent a oollege business officer and a student
personnel dean. When the self-study is nearly‘complete, the chairperson
df the visiting committee makes a visit to the campus to assist with the
self-study and to respond tovany difficult questions which the local self-
Study group may have. This is followed by the visiting committee's site
visit upon _the conclusion of the self-study. In its evaluation report of ~
the self-study the visiting committee indicates with a hidhs degree of
specificity to the Commission its judgment of the strengths and weakensses

- of the institution. In addition to indicating to the Cammittees on Standards

and Reports whether or not each Standard and its _subparts are met, a report
in essay form calls attention to perceived weaknesses which must be addressed
formally and trend$which foreshadow future trouble. It is from these
reports and from subsequent annual institutional profile reports that
flnanCial :Lnstability from whatever cause is identified. .

J

-~

The Subcomittee’ on-Financial Stability was established two years ago
in response to the growing realization that the existing procedure was
inadequate to effectively screen institutional profile and committee reports
for deterioratlng financial condition. 'Ihe.,§uboomn1ttee is comprised of
six senior business officers from representatlve institutions who have’

"extensive accreditatich and work experienc “in two-year and four-year
‘colleges,-in conlprehens:.ve universities, »public, private and minority:

institutions. It receives referrals either from the staff who screen

yearly profile -reports,—orfram-the Committees on-Standards and Reports

above enumerated and, in some instances, from visiting committees which
seek the input of the Subcommittee on Financial Stability in its evaluation
of the institution's Standard Four financial stability portion of the self-
study.

- Each referred instit is ass1gnec1 a reader who studies the auditox's
reports for the mpst recent years, annual’ profile reports, the Commission
on Colleges staff €iles, the reports of bbth staff and evaluators visits and
reports from special consultations.' The reader presents his findings to the

ot
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~_tained on the meeting dates.

.

Subconmittee which fully discusses the findings of the reader and his
reconmendations. If the Subcommittée has difficulty assessing the true
financial condition of the institution, it may pursue any one or a com-
bination of a number of actions, i.e.: (1) request additional inférmation; L
(2) send a special consultant or Ccmnissmn staff member to the college to

develop additional on-site information; (3) request the appropriate officers -

of the institution to meet with the Subcammittee for consultation.

The Subcommittee's conclusions are based oh analysis of the statistics
which are typically measured to determine the financial stability. These
statistics include: (1) trénds for both FTE enrollment and full-time versus
part-time enrollments; (2) trends in revenues by categories and by fund -
groups; (3) trends in expenditures by categories, (4) trends in long -term
debt: debt service and status;. (5) trends in short term debt: the purpose
and due-date; (6) the current ratip; (7) trends in fund balances; (8) trends
in receivables and payables; (9) the auditor‘’s.notes; (10) the audit man-
agement letter; (11) a consideration of the sufficiency of the audit; and
(12) whether or not there has been program proliferation. ) .

Upon the conclusion of all deliberations the Subcommittee’may take
any one of several courses of action: (1) it may determine that the
financial condition is satisfactory and close the file; (2) it may determine
that the financial condition while satisfactory is such that it requires
constant’ monitoring and call for appropriatée updated information on an

. .annual basis; (3) it may find that the financial condition is unstable and

direct certaip remedial actions with coptinued monitoring; (4) it may determine
that the financial condition has deteriorated to the point that the insti-
tution is no longer a viable educational organization and call for the

trustee chairman, president, dean and business officer to appear befdre either °
the Committees on Standards and. Reports or the Subcommittee to show cause

why it should not*be placed on either private or public probation or denied
accreditation, depending on the institution's current status. The chairman-

of the Subcommittee sits as a cortsultant to the Committees on Standards and
Reports and participates fully in their deliberations. Since he also consults
with the Conmittee on Admissions and Readmissions (initial accreditation)

and sirice all three committees meet simultandQusly, a hectic pace is main--

-

The next stage in the development of the evaluation p;ocess will be*"“g%
the use of the ACE/NACUBO workbook as part of the aceraditation process.
The phase-in of the workbook will begin with two seminars at the December
Annual Meeting. In these seminars we will introduce the use and purpose of
the financial indicators developed inh the workbook. The Subcomnittee on
Financial Condition will use the indicators extens;ively requiring financ1ally
unstable institutions to employ a reporting format similar to the workbook
indicators. The use of financial indicator measures will be employeéd by |
institutions entering into the self-study process in 1980 and the indicators
will be included in the Standard Four revised descriptive material now

being developed.

\
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.. Five years ago SACS began to collect data and publish statistics on
educational and general expenditures of its member institutions by level

. of expenditures and size of institution.
. as needed &hd will serve to validate use of the measures of fmancml
. assessment by the Southern Association|of Colleges and Schools.
N R .
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data base will be expanded
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'Financial Status of Public Institutions AN

.Coordin.ator of Postsecondary Research . .
-New York State Education Department o

k]

The task of monitoring the financial status. of colleges and uni-
‘versitiés is sirrounded by problems and issues, both technical and ‘
philosophical. This paper diScusses two of them: asséssment of the
financial health of public institutions and state-level uses.of financial
status indicators. " : . B

+
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. - '‘Assegsment of. the financial status of public colieges and universities
has lagged behind similar ‘efforts for independent~institutions for a number
of reasons. -One important rYeason -is measurement problems related to the
fact that funding procedures'for public campuses generally do not permit

deficits, one of the key indicators of-difficulty for independent oolleges.

In addition, audited financial statements are generally not ‘available as
they are for independent institutions. Another reason is the nature of the

- funding for most public colléges which is"deeply. rodted in-politics. Some.

might even argue that because ho particular action would redult from mea- .
surement of the status of a public campus, there is no real need for such’
evalyations. f':_,,'r- . s L ,
Fram a staté perspective, however, there i% a need for work on this*®
topic. Considerations of equity digtate that.If the financial condition
of independent institutions is Béing evaluated, then the, sam® sheuld be
dong for publics. Public campuses willi face the same competition for
students as the, independénts. In addition, pressures for reduced public-

- spending in-the face of double-digit inflation and declining nurbers of

high school graduates is certain to create growing interest-in questions of

efficient use of resources in public.institutions.‘ This in turn will raise

questions about retrenchment, consolidation,. and even»-closure’.\ e N

Financially weak campuses will create-one or ‘more of the following
kinds of problems: "L : : T .

' 5 l')' They use 'resouxjc:as less ®ffectively than health_{/ ’i:anp_tises.
2) They cdmpromise services and quality to make ends meet., il
3). ’IhéX drain resources away from other canpuses.

>

" To dedl-with these situations, additional infoﬁtatidn and_.insights about
“the financial status of li¢ campuses will be needed. The questidn is:

What kind. of ‘informatior and insights? - N
° ' .- w
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- . Perhaps the f:.rst step in the . process of answermg this- questlon is
. - Ta bettey undérstanding of what financial weaknes$ is in a public campus. .

S " For an independent institution this-~is assoc1ated with- deficits and in-
- sufficient resources. , In-a public wrpus, “®ven‘though deficits may not
- o _be possible, there can nevertheless be insufficient resources to carry out
w0 the desired programs and activities. This will generally be translated

. - into higher, expendJStures per student if fhe state decides™to cover the
. - costs, or reduced\ tes in one form or another. (e.g.; increased class
, sized, smaller sal%;eas&) . ~The last two indicate the kind of .

, :Lntel;'pretlve confli t may exigt: reduced spendmg and more efficient )
A  operationsg will genewzally reduce’ servmesqﬁxd quality The balance between
. the two may be a delicate one. - . . . i .

_ All of these<possiblities shbuld be v1ewed in.the cont®xt of fixed ¢
enrollments’ or should be adjusted fer enrollment levels. It is not possible
to arque that by reducing theé size of & campus the problem can be avoided.
Reduced enrollments result -in reduced funding because of the. kz,mds of
. formulas “used to determine state support: for‘publlc campuses. - In fact, it
. ~ s generally true that econamies of scale wark to the disadvantage of '

. - — colleges in times of detlining enrollment. ‘This also suggests that the

. problem we #Fe discussing will becate more relevant in the future.

¢ —

. Posslble Measures

= ’ In light of all thls, what° speclflcmeasures can be used? It seems

T .likely’ that primary md:t\cators will be related to expendltures and pro-

. duct1v1ty, and changes in these over *tJ.me SR )
- "Student—related" expend:.tures per ETE student

If this staﬂlstlc is- "excesswely large " 1t J_ndlcates potentlal

problens

oM Y T
v 1

'—- Class size. v o-. T - ' s
A "very large® average class, sgze may “indicate eff1c1ent operatlons,

or it may point out an. mstltutlon that has been compromising -

g M
o
4

pressures. A ’veryesmall" average class size will probably be
) related $o eithéP high oo"sts p@ studént or low salaries for

. faculty. , - .
Y . -~ Faculty salaries. ' . ™ : ’
- . A third element in the puzzle is the amount paid for inputs, the
S most important of which'is efgculty salaries. By holding salaries
T ) down, the same services can proV1ded for legs money. This -
‘becomes a serious problem whén good fa leave and it disrupts
- the programs of a canpus e ' ~

< .
. " ) . -

1
~— eqnpnent, supplles, etc.
"Pez:;,pheral" support, can also be tr.a.tﬁted to make ends meet. Bs

» -
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_—

quality or mcreasmrfacultymrk—loa&m*&eﬁface—of fiscal—~—
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long as essentia? activities are ‘left untouched this will not be
°  .a problem. }

- There are also indirect measures of difficulty.that are relevant to
the financial status of a college, Declining enrollments and declining
enrollment shares would suggest a weakening in the financial base for'a
oollege. This does not necessarily imply current or impending financial
diffichlties, but does suggest possible trouble. - . ' )

., Nope of these measures can be used by itself, or even in conjunction
with other measures, to determine. with certainty whether a public campus is
having difficulties. They can be used, however, to identify institutions
that déserve more .caréful evaluation via a visit or suppleffentary question-

naire. #here costs or quality proved to be-significantly.out'of line with
averages and could not be justified on an exception Basis,- further action

-could be taken. In all cases judgment would play an important role in" any

.- £inal. determinations.

D

Possible State-Level Uses of the Statistics

. Undexlying all efforts to measure and evaluate the financial status
of a-college should be a strategy for using the resulting evaluations. It

is not enough to say simply that ohe wants -to identify institutions with \_ °

problems, What will be done with the information.that Podunk College or
Rural State Collége are in difficulty? Several options are possible:

1) Notifyé'the college and assist them to overcame their problems.
While this is a noblé thought, it may be counterproductive when
vigwed in the context of the. total higher education system in a °
state. -Assistance might better go to strong, high quality insti-

tutions, than\to weak or marginal institutions.- >
2) Tdentify broad areds where special ass:.stéxce i 'c,ig.l or other)

. might be appropriate. If a whole class .of campuses faces the same
_problem, a special program might be-developed. This would be par-

significantly if no action were taken. ' . . \\ ,

®

Ry

v - ticularly relevant i¥ acceds or choi¢e for students would be reduced

-

3) Identify specific situations where’ merger of consolidation would be -
appropriate. This might involve the identification of "complementary”

‘ { institutions, along with active matchmaking.

4) Active steps to close a campus with "no prospects™ for survival.

Pulling the plug on a terminal patient is likely to be as difficult . -

a task inthigher education as it is in thé intensive gare.ward.
"Because e
" is-likely to be chosen in very few (if any) cases.

’

e political reverberations would bg enorious, this actien’
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Sensitivity of the Data

e

. Because general knowledge of the difficulties of a particular campus .
- will al;nost certa.mly aggravate the problem, the data and profiles and
case studies used in studylng indfvidual campuses are particularly sensitive.
In the wrong hands poor ratings could destroy the chances for recovery and
survival. /A dilemma arises, “however, bedause nearly all the_data required
to evaluate the financial status of a college is in the publlc domain -
covered by various Freedom of Information Acts. This suggests the need
for a great deal of caution in developing data profiles and case study.
¢ reports. "Workinhg draft" status, for example, can-protect the actual,case |,

work of an agency.

v The raw datd are publlc, however. This suggests a need to develop
bétter statements to’be- sent to those in the press and elsewhere that
warn of the ‘problems that may arise from J.napproprlate release of certain
kinds of statistics and mterpretat.lons' Perhaps NCES could take the lead
in developing such statements

.
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FINANCIAL HEALTH INDICATORS IN MARVIAND = °° .

. . Frank A. Schmidtlein . ~
L. Director, Division of Academic and Financial Planning
Maryland State Board of Higher Education )

My comments will focus primarily on some general considerations which
are involved in the use of financial health ‘indicators in Maryland. Lutie
~~ Lapovsky then will speak to the history and specific uses of indicators.
. . . . *
‘ First, I want to express some concern over the "image" conjured up
by the word indicator. To me, the word has something of a sStatic quality,
a sense of measuring something against some immutable standard. This rarely
is the way we use financial ‘indicgtors in-making decisions. The important .
indicators we’examiné are trends ‘or relationships among trends. The trends,
perhaps scmewhat drtificially, can be placed in two categories. I have -
termed these’ "strategic" trends and "operational" trends. Strategic trends
. are those taking place in higher~education's environment which affect'the
financial health of institutions. Operational trends are those taking place
* , internally in institutions as they alter, or don't alter, their operations
" in response to external changes, internal resource shifts and technological
changés. Lucie will elaborate on some of these trends..

The strategic’ trends which have inplications-for financial health fall
_ into four broad categories: - :

1. Changes in the inputs available for institutions to operate. !
: . 2. Changes in the technologies which affect -institutional efficiency.
' 3. Changes in'the market for institutional outputs. - - )

4, Changeé in the relationships among inputs, processes, and outputs
. brought about by the ‘first three types of trends. o

2 Many of.these changes, and relationships among changes taking place, do °
not have short-term financial implications, nor are they frequently con-
sidered indicators of financial health. However, their long-term effects,

- if not attended to sufficiently in advance, can be profound.

When we began to work.on the Statewide Plan for Postsecondary Education
in 1977, we examined trends taking place in the inputs into the educational
system.. We had excellent data on trends taking place in availability of
access. . ' o R )

- We noted enrollment of women and black undergraduates were close to

parity with malés and Caucasians. However, about half of our "A" stydgnts

were going out-of-s‘t%te, ~and we attracted very few merit scholars. We had
) less reliable data on-trends affecting the availability of -state ‘revenues.
We were aware of trends taking place nationally, such as legislation on

-

- N t




. ' handicapped accessability and energy consexvatign. Trends in the avail-
;o .ability of qualified faculty were relatively clear. A very important, but
' highly intangible trend‘we could only guess at was the social priority °
Maryland citizens would place on a quallty postseoondary education systemn.
We.did see that as the percentage of the populatlon with children in ele-
mentary/secondary schools mas declining, bond issues for financing
schdols were passed less frequently. This appeared to be partial evidence
of a general. public disenchantment over the values of- education, at ‘least
“for other people's chi'ldren - L e

Wlth respect to the pmcesses and technology of postsecondary education, .
we saw few trends suggest.mg savings in such a labor ihtensive enterprise. -
g Ih fact, the decline in inputs suggetted trends toward higher unit costs !
because of less eff1c1ently used plants and fixed costs, an 1ssue Lucie will,
address further ’

. On.the output side, we saw the large number of graduates competing for- :
what traditionally had been "collegk graduate" jobs and many.entering .
occupations formerly the primary domain of ‘non-graduates. We more recently .
found there were large shifts of four-year college students to the community
colleges. We found changes in demand among the occupations and changes in |
student perceptions of demand, leading to shifts among programs and needs
t6 undertake patinful reallocations of resources. The traditional academic
market for doctoral graduates was becoming saturated in many. fields. There
were other trends also, too numerous to list, which we perceived to have: D
# . financial implications. ) ) - S

K <

< ~ )

. Y Those trends I have “enumerated, often were not considered -indicators
of financial health having urgent current implications, but let us’ con51der
some of their ‘effects. . ° ..

. 1 »
. . .o
R °

The down-turn, in enrollments is puttlng institutions in ‘an eoonomlc ..
"Catch 22" situation.’ They need to maintain their fuality to attract better
students and faculty Qpld to maintain their reputations - a valuable commodity
in a field where outcome measurements are ex®remely, value-laden and hard to -
~ define. However, fund:mg is heavily based- on the’ number of students served
and tlghtem.ng up standards in the face of greater competition for enrollments >
takes a somewhat rare form of courage. The Statewide Plan sought to enhance
the financial health of the entire state system by placmg enrollment limits )
- .on’ institutions which had reached or were nearing the capacity of their . * °
physical plant. At the same time new programs were proposed for mstitut;.ons
which were underenrolled to make theix offerings more gttractive. Scholar- -
ships and honors programs were proposed:to attract back‘\to Maryland the ' ’
‘top ‘students going out-of-state, thus lncreas:l.ng the attractiveness of our
institutions and glv:Lng them more oompetltlve ability to maintain enrollments.
Differentiation was stressed in missions assigned to segments of thigher edu- -
cation in order to prevent unnecessary duplication, or the development of
) ’ mde:enrolled, low quality programs. The development and usg of predlctlve
: indexes for student admissions was recammended to ensure institutions selected :

. . : (“
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control program duplication and quality. . The nunber of institutiong '

offering doctoral programs wes restricted. An evaluation system, loped

as'a cooperative enterprise with the Middle States Association was pro< -

posed to help ensure the/reséiirces made ‘ayailable would be used' to-the L

best advantage. ' -, e : -
. In simmary, -the trends, or indicatofs, we examined suggested’ fewer

|

", getting the current return oh dur doll

., measured in terms of inputs, process; or outputs -, are maintained over time

.to help them contain budget demands.

»

' .t

students likely &0 Sticcedd in their programs.” °

o . K 1 . . . . ; s ¢ _;( -
- Criteria for approval of new programs were strengthehed to further

students, stringent!state budgets and,

C as a result, a'dompetition for
studénts which would raise costs and

reduce quality - we would risk nots,

, ars when all indications were that
increasing the quality of higher education in' Maryland, together with:

- efficiency, should-be our primary goals in the coming years. Difficult
decisions, on discontinuing lower priority activities would require a state-
-wide perspective and means. to encourage tough institutional choices.,

B e, s . .

One last noteé, which is important to mention is that there are 76~ .
absolute measures of financial health.. We betome accustomed to particular
standards of quality and our indicatbrs are related to thése standards or
the changing status of ‘peers. Arguments over financial health, therefore,"
generally focus on the degree various stindards of performance - whether
or in relation to Gompetitors. - The essential decisions are political, not
technical., I’have begun to suspect that legislators in states below the g
~national mean for support.of education prefer in-state trénds as indicators
and those from states above the mean

prefer interstate indicators as support

Lucie will now lend sope spécificity and detail to these’ general obser-

> . . i’ " . N o 5T . e .
vations in temis of indicators used for the aperational decisions which our
" ‘Board must make. e ” J\ © L ) 5
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_USE OF FINANCTAL HEALTH

.. INDICATORS IN. MARYIAND e ) \
BV / -  Lucie Lapovsky o '
: 3 , Coordinator, Financial Planning - ;
A Ma.ryland State Board of Higher Educatlon ! -

. Financial health indicators are used in Maryland when an inst:i.tuﬁlon
is requesting. State assistance, when an existing institution chooses to
offer a new degree. and/ar academlc program and when a new institution

*  yequests approval to operate in Maxyland Certain standard indicators are
:  always reviewed irrespect1Ve of the type_ of request or the governance of

i ' the institution; in addition, specific indicators, are- analyzed based on the

type of request and. the -spec1f1c govemanqe of the J_nst:.tutlon

o

Hlstorlcally, fa.nanc1al health J.ndJ.cators have been applled pr:marlly
to the private sector.. In Maryland, a major study~sf the independent
J.nstltutlons was mdertaken in 1973 to assess the need for brdad-baséd State

o . support for the J.ndependent institutions. The report analyzed the dependence ./

of these institutions on current operating funds to conduct their operations
. angd. the ablllty of each institution to meet its operating deficit because
i . of & short fall in student tpition and fee inede ‘€rom endovment fund

s income .and annual fund-ralsn:ng activities. PrOJecti'éhs of the financial A

- oondition &f this segment of higher: education were Jpade for FY 1977, and
o . the report concluded that many of the institutions “would not be financially
h . viable without an additlonal source of support. A fomula—fupded program

. based on the General Fund supporteat the public four-year institutions and

L . as a result of this‘report. There are two major reasons for substantlal
: “ .,  State support for the independent’ institutions-in Maryland. The mdependent
! institutions offer a-desired high quality product, and it is less costly to
_ subsidize the independent institutions.than to absorb many of the students
.. .served by this sector into the publ:Lc segment of higher education in
.o (_Marylarxi These two reasons l&vVe been used-as the Justification for in-
creasing the fonml & support by the State to the mdependent J.nst:Ltutlons
vdurlng the last fesw years -

L © In terms of the Comnum.ty Colleges in Maryland th.ch arg governed -
locally,. financial health has been assessed in recent" years in relation to
increases .in the State's aid férmula. An -assessment of the local govern-

;‘L,.: " gts' ability to contribute to the Community Colleges has bekn conducted.

addition, the effect of tuition increases on enrollment “has Jeen rev:l.ewed
) ‘periodically the State has concludeéd that without addlt:l.onal State
assistance, the required levels of tuition and fees would severely inhibit
the open—door p01101es of the Canmm1ty Colleges

Annually, the,g‘iour—year publlc J.nstltutlons in Maryland must request .
‘State- funds for their operating hudgets. Historically, those institutions
th.ch have able to operate most eff1c1ently have received the lowest

‘,State Funds: per student... This has frequently had an adverse impact on -the
,qua‘lzty of education at these institutions and has encouraged inefficient

- v X : ) R ) -. %"l »
L o018 28 . - \
A R [ A Y ' . ¥
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mstltutlons to. remain meff1c1ent " Presently, the State Board : o “

the enrollment at the independent J.nst:LtutJ.ons was by .the legislature
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for Higher Educatian assesses the need for support for these institutions

based on the relationship of their budget requests with a.stahdard set

of guidelines which take into account economies of scale, as well as the
different types of students level ard type’ ‘of academic program, The
Board is trying to move d a more equitable distribution of State re-
» among” these institutions. Those institutions which are most

TikdIK to face problems in the future are the ones which are presently

 operaking significantly above the guideline level of expenditures and those_

which NRwe an exceedingly heavy reliance on State funds to support their

‘operating dgets as compared with their tuition and fee income. The. ‘

institutipks which have these problems tend to be underenrolled and/or

have a p eddina tly lower division undergraduate student body while. . .
. supporting a Xg arch-oriented faculty with carparatlvely high salaries

and low teaching loads. .
_ When an existing Institution chooses to offer a new degree and/or’
academic program, the faculty, library, facility and other 'support resources
are evaluated to e e that the e adequate to provide a quality programs
In addition, enrollment prOJectJ.on reviewed in terms of student J.nterest

.as well as job market pdtential to assess the demand for. the program.

Finally, the impact of th& program on other J.nstJ.tutJ.ons in the State is

’assessed in ‘terms' of progra dupl:.cat.lon.

v
.

“When a new institution applbeg to operate in Maryland, its f:Lnancz.al
health is analyzed in terms, of the a¥®duacy of the resdiirces it has tobe
able to offer a qual:.ty educatJ.onal program in terms’ of Maryland's minimm -~
standards. In addition, a ‘new 'institution must be able to put up a bond so
that if it does go out of business, 1ts debts can be paJ.d off Qarxd students . _
carnl be re:unbursed L. .

As we move into a decade where enroll:rent declines are progected
Statewide, the question of how to allocate ex1st:Lng scarce resources in an
efficient manner that will allow pmpvision of-high quality education must
be addressed. ‘It is now incumbent upon the State to look at ‘financial .
indicators generally in order to. make difficult decisions about resource -

" allocations, The questions for a1l of us are"Which indicators are relevant?"
and"What de01s1ons does one make gJ.ven the mdlcators"" T ‘

In the long run? it 1s necessary to assess the aggregate phys:.cal plant

In Marylahd as we forecast into the 1980's, it is clear that we'will have
exceéss physical capacity. “The excess capacity will not be spread equally
across either institutions or segments. Presently, we have certain insti-

.tutions with excess capacity and others which’have“ehrollments greater than

their physical plant should- accommodate. ‘Schools with excess capacity tend
to be unhealthy financially, because dlspmpomona'Ee amounts of their
operatmg resources in oompar:.son with similar J.nstltut.lons are being devoted
to support of an unfiecessamly large plant, and, resources are thus being
dlverted from provz.dlng educatlonal .,ervn.ces. ’Ihese institutions ‘are faced

o

capacity of all the institutions in relation to the projected enrollment. -

N
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e = -
with a real dilemma. They are unable to J.ncrease their enrollments with- ¢
‘out improving their instruction,and support services yet they are unable to
do this because they haye to devote an inordinate amount of thelr resources
to the support of Their plant. From a State ‘perspective the questlon of

how tb manage ‘this proBlem is difficult. The State can choose to try to
divert students, to certain institutions through provision of new academlc
programs and thus spréad the excess capacity more evenly; the State can
wait and let some .institutions die of "natural causes" or the state ‘can
either close or combine certain institutions. The choice the State makes
depends on trade-offs among the amount of resources availabile, the quality -
of education to be offered and political realities. Other factors affecting
financial health in relation to physical plant are the energy efficiency of
the institution, the condition of the physical plant in terms of age and
quality and the adequacy of the types of: space for the academic programs
whlch are oﬁf\ered - ‘ s )

By

. © a

A second factor affecting the financial health of institutions of - .
higher education is. the ability of an institution to attract and retain
students. Institutions are faced with a trade-off between maintaining
their ‘present enrollment and reducing the quality of their students Insti-
tutions will be tempted .to reduce their academic requirements in order to
increase their enrollments. If the: amount of remedial work required is =
substantially increased, the .health of higher education in general will have -
to be examin For exanple, we have an institution with a nursing program
where less than one—thlrd of the graduates of this program are able to pass
the State nursing exam, one must seriously question the use of°resources
to support this program Those institutions which will be able to attract .
and retain students will those which will be able to adapt quickly to the
changing academic demands of the students. In rélation to this aspect of
financial health, one t examine the percent of.the faculty with tenure
as well as the percent of the faculty which is part-timeé and can thus be
easily changed even in mid~year if necessary. In addition, an institution
with a large cent of its student body reteiving financial aid is’in
jeopardy of & major. enrollment decline if the Fedé&wsal government alters its

o

. »

A third factor affecting financial health is the ability of:an J.nstltutlon

.to attract outside resources. Nattionally, there is a correlation between °

high quality public institutions and institutions which, have large foun- )
dations associated with them. .Institutions which receive S\gbstantial ‘support
from their endowment income.and from outside *fund-raising are provided

with a cushion agaihst enrollment fluctuations. :An instituwtion which is

forced to use its eéhdowment incdme and.sell its phy51cal assets is in trouble ,
financially if this sltuatlon persists for any length of time,

. A fourth factor affectJ.ng financial health is the admmlstratlon of an
institution. This factor is frequently intangible and extremely difficult
to measure, An institution with enllghtened management which 1s:w111mg to
try mnovat;we approaches and which is willing, to make dJ.fflcult decmlons
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-in terms of retrenchment has a 1mch higher probability of remaining financially
A healthy than an”institution which does not have the benefit of this type of ¢
. ¥

leadership.
- A . - N )
T In conclusion, the question of.financial health in hi;_:;her education and

- the use of financial indicators to assesgghealth are extremely difficult
and geamplex probléms which require a good deal of research. A major problem
. associated with the use of financial indicators is that if one pronounces
-, an institution unhealthy orie must follow this conclusion with action.
“Either the.institution must be closed or combined with another institution, though
this is rarely done because of the politics of the situation; or new programs .
 and regources must be’devoted to the institution to save it from its natural '
ate. An_institution which would have died naturally will now require positive
action ,whicQ is usually costly. . . -
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LINK]N.G. STATE FUNDING AND INSTR[JCPIOML PERFORMANCE

: "’3\ ’ »Director, Performance Funding Center 4 .
IR : Tennessee Higher Education Cosipission 3 . . .
~*s °  The Intent ) )

. In many states, ‘public higher educatién funds have generally been ‘
. -- allocated on the basis of an enrollment model or formula, though such modéls
have been, subjected to growing criticism in recent years. ° Anticipating .
i . both public and profeséional concern with -enrollment-driven funding policy, ’
2 : . the Tennessee Higher Education Commission implemented in the fall of 1974
> a five-year, half-million-dollar development.effort entitled the Performance

]

o Funding Project, ' Its purpose was to explore the feasibility of .allocating .
i séme portion of state funds on a performance criterion. - ..
5 _ The Results
4 | L e ol £
5 _ In the fall of 1979, a performance funding policy:was implemented for
s the 1980-81 appropriations cycle. Approximately two percent of insti-
ne ot . tutional budgets was allocated on the basis of institutional performance
on five instructional performarce/quality, indicators: (1) proportien of
L ' eligible academic programs accredited, (2) assessment-of general education -
K outcomes, (3) gssessment of specialty-field outcomes, (4) peer: evaluation of
S programs, and (5) student/alumni,satisfaction indices. The range of allo-
“ " cations available based.on this evaluation'was from $30,000 at smaller
fnstitutions to-$1,080,000 at the state's largest institution.. A copy .
\ _of the performance funding policy--as it appeared in the appropriations : :
- - mg;;ustlonsn is attaCh§.- - e T P o
s . TheMethd . - - T -
. Adoption and implementation of this policy followed a long effort e
involving eleven different canpus-based pilot efforts among Tennessee T
colleges and-universities——three camminity colleges, five regional uni- St

versities, end two doctoral universities. These campus-based projects; were’
built.on performance:contracts between the Commission and the institutions

" and their governing boards. For rélatively modest contract suppoft, the L E
eleven participating institutions contracted over a two-year* period (1976~ ‘ )

.- 1978), to develop instructional , performance indicators and to acquire’
. initial data.on these indicatdrs. . Activities and results .of the pilot Lk
.. ‘projects formed the basis for ‘the perfSrmance funding previously described. -
. Funded by grants from thé Kellogg Foundation, the Ford Foundation, and the
_~ v Fund for- the Improvement of Postsecordary Education, the project was guided by ?
~-both: hational and state .advisory panels, the latter including executive - '
“and législative members. . e e . - R .
et o - . . S o v ' - e
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enthusifism and disappointing results. - This presentation-tells the story AE
of an effort which sought a'modest link between furiding and performance. *
" It'is a story with potential for affecting higher education and other public - ‘
' Sector management!, and with some potential .for Private sectcr mgnagement of
service and budget-based institutions. N -
- L. ' ' ’ The Concerns’
Some of the concerns raised by institutional and board pei:'sonnel in .

) practical interest in linking state funding to measures of ‘instructional

e Lo T W .
, .
. ¢ .

b K . é . - ’
. T - ‘ ~'I‘hersigni'f,icance _— . -, e

Public sector n!a'fiagers, and scholars of public sector manage\ent T ey
and finance,. have, long sought closer 1links between funding and regults ’ g
- in higher education and in other governméntal activity. Executive and- "

Jdegislative officérs have yearned for better handles in making priority.
allocations of state dollars. Experiments in the application of certain ,
- management: concepts--suct as PPBS--were conducted in the climates of initial .

the fall of 1979 implementation of the Performance Funding Policy are

expressed in these questions: (1) Will public officials take the performance

ratings and:attempt to establish some sort of qualitative ranking of insti- ‘ .
tutions? (2) Why should institutions be deprived of allocations on.quality
"when®fhey are not getting enough money. to have quality under current S
appropriations levels? (3) Will the rich get richer and poor get poorer?.
Will the large universities make out better on these variables than the .
smakler community colleges? (4) 20 what _extent do the performance variables
and standards adequately recognife the fide variation ih mission among . the o
state's institutions? These concerns, and others, merit thoughtful” consideration.

“
4,

-

. The Future .. ‘ L s

/The 1979 fall'appropriations cycle— mmepdations for expenditures
in 1980~81--is the.first.attempt to utilize a performance funding policy - oo
in Tennessee higher education. Several féadtures of the policy.are already ’
under’ consideration for, revision, following receipt of suggestions from
campises and their. poards.  The fall evaluatich of these initial performance -
variables and stangards has already produced a nuiber of ideas for improving .
this policy. At the time of this writing, however, the higher education D
community in Tennessee has taken an initiative of both philosophical and Lol
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Tennessee. Higher Education Upon the Results of Instruct.lonal Evaluat.lon

Features of the Proposal

Proposal to Allocate a Portion of State Approprlatlons for

- 5

(1)
-y

(2)

(3)

-

»

~

A Profile of Instructional Assessment as descr:.bed below would be com- .

v

The THEC would recommend a funding- allocat.lon to be based on evaluatlon -
" of instruction at each institution. This allocation mn.ght“be stated in

a maximum dollar amount or percentage (for example: @n amount equal- to
2 percent of educational and general e:q:e:‘dlture..,) (E & G) for’ each institution.)

TN

-

pleted by each institution and itted with the appropriations request. °
Data in this schedule would féfm basis for an evaluatJ.On for each \
institution. ) .
The evaluation and a551gr1ment of- mm\e«rlcal welghts on the five instruc- )
tional varlables could be conducted by (a) g board: staff with C .
THEC staff review, (b) the THEC staff, or (c) an external consultang
team in consultation-with either, ¢f the precedlng. , e

The evaluation franslated into mmerical format would determine what

. portion of this allocation an institution would receive. - For example,

‘J.f the percentage wére 2 percent of E & G and this amount were $200,000
itution A--and if Institution A received a rating of 60~—it. would

get 60 percent of its “allowance or $120,000. .

Suggested variables yelatlve welghts are,as follows-

Instructlonal Evaluatlon Variables* ' . Maximum Nmnerlcal Welght

X
(1) Proportlon of Ellglble Academlc PrPgrams ' L2 e
Accredi ) _

|

(2) Performance” of Graduates on a Measure of . 20 |
General Education Qutcomes ~ ° I

(3) Performance of Graduates on a Méasuré of 20 R i
Specialized or Major Field Outcomes . ' N . . ' S

(4) Evaluat:.on of Instititional Progréams and » 20 vi
.+ " Services by Enrolled Students, Recent ' - }
Alumi, Comunity/Exmployers - . .- ‘i

5 Peer Evaluatlon of Academic Programs 20 w :

[ —— . -

t
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. Instructlonal Evaluat.lon Variable - Program Acc.redltatlon
o ”‘ .. « .. Numerical Rating v
(1) Instltutlon has less t’ha.n 75% of eligible* . o 0 -
: academic Programs accred:.ted o LT ’ -
. N . . - ; [y
(2) Institution has 75% to 908 of eligible * o 10°
. « academic prograns accredited | Lt ’ . °
(3.« Institution fas moke than 90% of eligible . (15 -
-academic prbgrang accredlted but - ' o . g
not.al'l - . ‘ - .
(4) Instltutlon has all. eligible programs . oL 20 . ¢ "
Laccredited ¢ . L T
| PN N
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" A program is defmed as "ellglble" if there is a Counc1l on Postseconda.rv e
Acc:redltatlon—approved agency or organization’ which accredits programs, for .
that field and degree level-—and especially if a Tennessee institution holds
accreditation for that particular degree and field. "In view of mission and/or’
other priorities, it is possible that some, accreditable programs which would
igible for such consideration should not be accredited. .A list of * ,
date programs for consideration in this formula feature should be developed
by the Camission in cooperation with the, institutions and governing boards - )
,and should be approved by the Camission for funding purposes. - X :
) o ' . c.on
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. Instructlonal Evaluatlon Varlable -~ Graduate Performance on a Measure of
.L-; General Education Outcames

< L] . * ’ . ’ ¢ e
N : ‘- Numerical Rating
(1) The institufion has !assessed the-perfoymance . 5
of a representative sampling a significant - . °© -

. . number of graduat®s* on a measure of general . .
education outcomes** on a pilot or one time
.ba51s durlng ‘the last three years.‘.

assess the performance of its draduates on
a measure of general educatlon outcomes.and ..
has data.available for more than oneclass '
of graduates during the last three years., ’

(3) The institution has assessed the performance . - . 15
of its graduates on.a measure of general ‘

.assegsment during the last three years can -

sdemonstrate that the development: of its- : . T .
graduates——that is, the change in perforxmance . ° :

from freshman students to graduating students . ¢

—-is equivalent to the development of students \

from institutions whose freshment students‘ : ,
performance is at a ocmparable level. ) : >

-

(4) The institution has“assessed the performanoé - 20
*+ + .of its graduates.on"a measure of general educational
putcomes-and for at-least one assessment du.rlng S
the last thyee years edn demonstrate that the .
_-developn‘ent of its graduates=-that is, the change t
© . in performance from:fréshman students to graduating- - . | -
o Students——is above the development of graduates . . .. .
from mstltutlons whose freshmen students’ per-' . ‘
formanoe was at. a oomparable level. ' . : .. "

*Graduates for its major degree-—assocrate for two—year lnStltuthnS .
and bachelor s. for“senior :mstltutlons . i -

**General education outcomesg are generally def.med here. as performanbe
on major intellectual skills.and Knowledge expected of graduates with-
a partlcular degree-—ca?mnu.catlon, problem solving, reasoning, fa-
,mlllarlty with major modes of thought;- etc, The measure, of outcome

- 'must be ‘a nationally prepared ‘assessment instrumnt having norms- .
beyond the institution. Examples would -irclude the ACT COMP battery
‘the ETS GRE Ath.tude ‘tests, the ETS Undergraduate Asséssment Program, :
or the ETS Test of Acadenlc CompetenCJ.es and General Education. .

Note . The report mugt speolfy the’ J.nstnme'ht, the tJme/date of adm.m
1stratlon, the population or ‘sample assessed,. data results and

N o -

(2) 'I‘he J.nstltutlon has ‘an ongomg program “to ) ' 100 o

educational ¢utcomes and for at least cne - .. ) .

*

. analy51s, and ocmparlson w:Lth scme oomparatlve or* absolute standard /




' Evaluation Variable - Performance of Graduates on a Measure
. " of Specialized or Major Field -Campetence

(l) Institution has assessed performance* of a .. ’ 5
.representative sampling:of graduates** in' '

one or, fore of its program fields leading
toa major swithin last thnee years.

Numerical Rating

¢

YR Ay

ROk

(2) Inst:Ltution has assessed perfonnance of a
‘representative sampling of graduates in a
themajority of’program major flelds dur.mg
the past three years. . ® 2

ey Ay

AT

ENT U SRl ¢

Institution has assessed: perfomance of a
representative sanpl.mg of gg:aduates in
majority of its program ‘major fields within
the past’ three years and ‘can Jemonstrate
that the performance of its: graduates rahk
with or above the performance of .graduates’
from similar J.nsta.tut:LOns***J.n majority

of these fields.

" *The ‘measure of performance must be an assessment instriment/procedure
constructed .external to the institution--with normative standards -
available for ‘state, regidnal, or national samples. Examples would
:anlude the GRE field tests by ETS, state or national licensing exam-
matlons, profess:.onal field tests such as the Ndtional Teacher Exams.

**The number of graduates assessed must be suff:.c:.ently representat:w& to
permit statJ.stJ.cally sound inferences to all graduates in that field.

***Smu.lar mstltutlons are those wbose entering freshmen performance . levels
are calparable. .
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Instructlonal Evaluatlon Variable - Evaluatlon of Institutional Programs .
’ _ - o and Services by Enrplled Students, 3 ) .
: ' . ’ Recent Alumni, and cmmunlty Members/
c Emplovers . i . .
. . . For any year in the past three years, an ipstitd-; .
e tien has conducted a survey of s:Lgmfrqant -size “ L Ce
R * - of referent group evaluation of institutional "\ .
- programs and.services.* The three refe@t groups .
.  .are currently enrolled students, reoeéat alumni, ' 4
o angd oolmnnuty\nenbers/erployers. L g
" % |
BN . (1) For cne of these referent - groups with limited - 5 B
; v, progra,m or service'application. For example, -,
) ¢ a survey of graduates for one or two academlc ’ :
: ) fields. * ‘ X ~
’ (2) For two or more of these referent groups with _ ’ 10 C
. limited program or serv1ce applic':ation. .o Sy
s (3) .For one of these referent groups with applloa— 15 g
£ tion to entJ.re institution. » .
| - "*’ . ' ~
. (4) For two or more of these referent groups w1th ) 20 & .
application jto entire institution. ‘ . ox .
R « \.' . ..
~ . N ’ ’ v *
IS ) ) s " K
) ' ) ) c..:
(J . 7 R 3 ' :
4 ) ‘. e -

. . . Y . ‘

*The survey instrument etrployed may be a natlonally constructed mstrument CoL
such as-the Student Reaction to College published-by ETS, the NCHEMS :

« * Program Coupleter Questionnaire, or a ‘locally ‘constructed instrument. S
> . 'The -instrument. mustyield. quantifiable responses which reflect satis- ~ = .,
... faction or evaluation indices. The report must descr:Lbe the instrur T 3
-+ ment,, tJme/date of ;use; “the population surveyed, “the 'resporise rate, .

SumaKy and andlysis of data, and pol:Lcy 'program mprovement actions = . . .
‘takenasaresult. Lo \ ) ) ) e
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Instructional Evaluation Variable - Deer Evaluation of Academic Programs

A 4

+{1) The institution has.conducted a formal 5.
o evaluation of at least two major program :
fields during the last three years--an , e
évaluation utJ.l:Lzmg a peer review team . ~ -
of scholars™ from othér Jinstitutions outside - ’
\ the state and/or practJ.c:Lng profess:.onals .
.\ Within a field.* The institution can’ further. . ‘
indicate what changes' in pollcy or practlce g
verd made -as’ a result of evgluat.lons

Nt e T evanarrer)
e i, [ r{:«l

T N
.

[PIvoerranst o prar
A DA
&

(2) The J.nstJ.tutJ.on can demonstrate that it has L 0, .
Do conducted at least. five evaluata.ons within . .
: the last five years part of an ongoing R )

' program of peer-reviek and can Fuither. L

; indicate changes in llc_y or practice ' ’
. made as a result of e evaluatlons - ‘ :

g 2

ey 24
ey

(3) The institution can demonstrate that one or 200, .
more of,its acadenic programs enjoy a 7
. favorable peer- reputation beyond the state. '
- Evidence of such peer reputat.lon can take
the’ form 6f national peer reviews similar T
- N . to. the Cartter study or J.nst.wutlonalry‘“ﬂ . L
‘ conducted studies. - -

G N Ve Ry

8

‘Note: The support:m data for thlS variable mist descrlbe the program
) field; the namks, position, and brief vita outline of peer team
. . ° nembers; the dites of v151t/evaluat.1.on, the major findings; and

fonow-up aoi;:} L T A
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ylchael Elllott -
Director co
Arkansas Department of Higher Educat,lon

» .

N I gquess Hans J’enny got us started with the 'Golden Years. It's " -
continued through At The'Crossroads, The Turning Point, The New Depression, *
From Red To Black?, , and others. Presentations have varied from the staid, . ’
conservative Bowen/MJ.nter reports to the rather sensational headlines in: . .
Change. & the end, however, e are still faced with the probleri of -

trying to pin down that elusivé concept financial condition, or, more -
difficult still, financial distress. In preparing for fffis conference

I reviewed the papers that came out of the' 1978 worklng CORf grence, and -

was much impressed with the quality of: effort and thought, beJ%g .devoted to

the subject.. Given such effort, no doubt we’ w:Lll eventually reach 'Satls-v

factory understandmgs in this field, but in the meantime, we hax’é \a problem.

Thémltlal mv1tatlon'aospeakhere today was ‘Framed in teyms ofn;y
experience "in the uses of financial condition mfom@atlon for state pollcy-
or as applied to state sector institutions. I declmed to speak on that
subject. Not only could I not tell you of "my experlences" in applying -
fLinapcialh, control.- data to state “sector institutions; I den't even kntw .
how ‘to gof«about it. In fact, I doubt the validity of -such effortst . Rather,
I suggested that the most I cduld'do Weuld ke to present same questions -
which,. at.least for me, remain unanswered, and for which the answers are .
_essentlal before we can apply to the state sector enviromment the tech-

niques being developed by several of those assembled heré. /, @

SR, S ot
,?.. [ ol

Let me start out by.saying that f.lnanc,lal condit’iohs or flnancn.al
Malth\ mdlcators s? to me to-be of. two types . .

1. Infomat:.on for n?anagenent-—- Many of the technlques discussed at thlS
, and its predecessor- conferences yield data and information which are
. useful to those involved in the managemént of. institutions. Somes
fmanc:.al tor ‘data may help the manager :Ldenta.fy a problem, or
understand’ *a{; rocess that is’active at his or her J.nstltutlon. On this
d:mens:.on*vour progress is; encouragmg and steady. ] C : 4

By & 6

&

ST

( R
Informatwn for sponsors or/ :anestors-- The unmet. need go;:?fmancral
condl‘tlon -information liés in our ability +0o" adequately expla:Ln the
oondltion 'of pur institution to those who support -or. 1nvest in it, in
ways M;J.gh will enable them to make infoimed judgmerits “about continuing
to ifvest, -about increasing. support, or (shuddéra about terxm.natlng

suchsuppou&

.’“
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ther: ’the sponsors are. .md:l.v:.dual donors, a church or a state .
- le iture,. the quest:.ons a.re,ﬁ,amng with ingreasing frequency. My
Jngledlate problem i "f:mdlng adequate indicators of the second type for
: “ﬁse w:.th statg sector mstltutlons

.. Vo
¢ -

All .of us J.nvolved “in th:Ls fJ.eld owe an obv1qus debt to John Mlnter
who has extended the techniques beyond anyth.mg else available before he
“this v:ork, and to Hans ‘Jenny, who continues to challenge-us to look
beyond ~today' s ledger sheets to improved ways of doing- things.’ .Minter's_ .
work his. led to extraordlna'ry "applled" progress, partially reflected J.n .
.the récent publlcatlon of the self-assessment workbook. by Dickmeyer and
Hugrxes *Others hive contnbuted £0 a nore sophlst:r.cated type of progress,
.. the’ mterest:l.ng staustlcal work of : ‘ColLliér, reported last year, and
. as further 11luminated by Stenner But ‘through all of *this work, I ‘o
have yét_been .unable to identify:a solid conceptual@fframework that describes
- the eaning of balanSe.sheet based indicators for, state sector; institutions..
By or I medn~a theoretical descrlptlon of thé meaning of the '
., indicators,. not the numbers and not thé ‘techniques. Of cdurse we can
carpute myrlad ratios for all institutions, and I can relate, if only
analogy, to fmd balance statistics derived from analytic technlques used
in the bus:.ness world in for-profit organJ.zat:Lons. Even same of these
, *+analogoies are, of course, tenwous, but for state sector institutions, I
R " SimPLy cahnot Find the analogy. As an aside at this. point, .let me add
. that th.lS oonferex;ce, espec1ally same hallway and.over lunch conversations,
ICOUT AN t., €£-am espec:.ally encouraged by the' work to: be reported
er. ’?%g - - 93,« * .

~ R - e -

.

o illustrate the problan 1. see, let e, c:Lte two e.xanples. One .
i\gg.*tltutlon with which T had opport:unltys 0 work someé years.ago-had experl—
Jenced same enm].lment declme from a peak reached in 1967, .20t through - -
1976 the overall enrollment plcture had been airly stable. Faculty had \
been’reduceg, however, i thatthe student—f culty ratio showed a marked
eff:.c:.ency or decreased quahty”) But the™"

- P:
very s:Lzeable annual : ) : ..
assets.J:o llabJJ.lty ratio, the ac:.d tést ratio- °,
wt;ed the trqu remarkable value of 0.07 I note" that John Minter
-is nbw expressmg@-thls statistic in the inverse, with liability, as a
‘percent of current assets: the correspanding value would be 1,482 percent )
'ﬁe?,id’restr;cted mrkmg~capltal was-g-negative current batance equaj. . -
+0 appmmtely ‘50 percerit. of the- annual get' and has béen at that
lexié-il for several years. ~Without worrying’ ‘over the details, my point with
. this mstltutlon. my favorite exanpie, is that cigarly, obviously, without
s questlon, the- J.nstitutlon was on the brink of demise. Au contraire! - -
o ~~~,'- ‘Thre& years “later I can xeport tg.you that it is still there, still.
. operating, that itg financial gfatistics would: look essentlally tmchanged’
'frcm those descrlbed here, ‘the best guess' ¥ can make for you today is
that fouryears franncm will bethere and stili’ be on the er.nk Now °
. e
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in this instance, our attempt to project from our overwhelmlng financial
statistical analysis was foiled by the intervention of a church and also,

v in this instance, of a federal program which together effectively said,

- ‘ in dollars and cents terms, that this J.nst.ltutlon ghall not die. The
question "Why not?" has never been answered, or, in fact, asked. Unit,
costs, program quality, and balance sheet notwithstanding, the institution

- will continue. This kind of thlng» leaves would be doomsayers such as myself

; ' w1th egg on their face, even in independent sector institutions."

Ak}

° ot
But if thJ.s kind of problem can éxist in the independent sector, where
we might more reasonably expect an institution to live or die by its balance
sheet, what we can do,in the state seqtor where subsidization is the full
name of the game. Consider the'case of a hypothetical small ‘institution,
founded in the euphoria of the early sixties, and now already far ahead
. of the population curve in terms of declining enrollment. Enrollments .dre
spiraling .down, and unit cosfs are spiraling up. Now it is my job, obviously,
to go to Representat.lve Smith and Senator Jones and explaJ.n, politely,
that "Gentlemen, I'm sorry, but you're just going to ‘have to close down
Pumpkin Patch State College here. |, Qu're going to have to give up local
higher education services for yg ‘people, give up one of your
. commnity's few potent.lal attractions for more business, give up the local
payroll, give ur the various local etonomic, ripple effects of the college's
presence, because it is clearly uneconomic to ¢Sntinue to operate this
_institution in the'present -enrollment environment." ‘Fat chance! The
. response is predictably going to be a call fof increasing the .subsidy to
- that institution to preserve its vital service to the reglon, and a
concurrent call for a new director of the State Department of Higher Edu-
. cation who perhaps "has more vision as to what the state system can be."

Or consider the capital problem.” Hans Jénny has-told Us over and over
gain how our actounting methods lead to our underfinancing ourselves be-
cause of our rather casual way of handling capital.' But a state insti-
+ tution heed not worry about that problem, which to me has always been* ./
something akin to building up a savings account against a future capital
P’ need. Rather, vher it determinessthat it needs a new building (frequently .
: even iffit doesn't), it simply convinces the degislature, obtains the funds
. arnd builds the building. There is- no problem of capitalization of earli®r
investments 'in the worn out or used up capital facility. .And if the S, Y
~  institution fails to: convince the\leglslature, it simply "makes do."- In
passing we should ‘note that host independent institutions Teally follow a
similar process, only instead of the legislature, they con¥ince their A
. alumi, other donors, or foundatioms that the t:une has come when a new .
building is requlred . .

“Oour future is clouded in hlgher education by sewveral unknowns Un-~
certain enrollments, - pernicious J.nf],at.lon, and accelerating dttacks on the ,
social value of hJ.gher educat.lon certalnly suggest that the future is less
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E than clear. Critical to our future, I Believe, is the degree to which we

face up to our difficult challenges with an integrity of leadership within
higher education, allowing*higher educatien toprovide leadership with
"integrity for American society. That will mean for some sponsors or
investdrs, be they individuals, foundations, 'churches, $tates, or even -
federal agencies, that°we must boldly confront the issue of “"pulling the
plug" on same institutions. Researchers, like you can help us. respond with
clarity and courage if you can continue to perfect your art in the ways °
being discussed at this cenference. . '
‘The point of my remarks here today is not to’ pretend’to have.told .
any of the experts here présent anything they didn't know, but to challenge
them to focus their research efforts toward dimproved techniques, of course,

A but also toward the development of conceptual framework:which I.can under-

stand, which I can communicate to othérs without technical “backgrounds,
and which will enable real life policy makers to use the techniques you .
-are developing._ The problém of information for management is not solved,
but is well along relative to the problem of information for sponsors or
investors. I'm encouraged by your progress, however, and hépe you find
early sutcess. - C e . ‘
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<.  LEGISIATIVE USES OF FINBCIAL DATA L .-
T FOR STATE POLICY MAKING '
o "—-_..\ L e . \ . - .
C .- WJ.llJ.am D. Law, Jr. o >
Staff birector, Committee on Higher Education ‘¢ . :
, CL e Fl&rlda House of Representatlves . : . .o

- -

.

S .While most of us_are. familiar w:Lth chang:Lng trends in the field of .
postseoondary educatlon, changes assoc:.ated with the manner in which state -
legislatures conduct their business may not be as readily apparent. ‘One of
. the s1gmf1caktar;efoms of the past decade has been. g markedéhange in. the .

, size and conpetancies of, profess:.onal 1eg1slat1ve staffs. ' The pattern of ‘

. staffing ‘comittees with part time help in combBination with district aides

-during the legislative session has been abandoned largely in favor of full

time, profedsional staff, often with significant background in the field of

the comittee purview. As is often the case, this evolution may be vie%ed T,

as both. bane and blessmg. " .. R p ‘

L3 / a . - -

. . In the fJ.rst instance, the' emergence of legislative °staffs prov1des

: the opportunity for a considerable amount of. "meddlmg" from the viewpoint

o N\ of agency personnel. Clearlymuch more time is currehtly spent by insti-

tutional and -agency. staff in responding ‘to requests for information to -

' 2 support proposed | 1eg1s1at1 n or interim projects and studies.. The perfor- ¢y

™ mance of leglslatlve oversight to monitor campliance with ‘existing law also

, exactsatbllanongtl'x:sewhomstreSpondfmnthefleld Absentthe,f 5

N “development of &uitable- professional working retationships,; the . presence '

Coe of 1eg1s1at1ve st%tff pe.rsonnel can indeed be a bane. s '

.Oni balance,* *However, professlonal 1eglslat1\)e staffing should providé
an opportumty for oor&tlnuous refinement of the understandings of the :
o complexity of postseoondaxy education and the futility involved in the .

L ) pmposal of smple solutlons to problems

-y v‘I’he use of. fmanc:.al measures .at the leg::slatlve 1eve1 is one ‘such _

xortunity. Florlda, like every state’in the nation, has experienced a

, 1ng growth rate . in the past two decades, and has movéd agress1vely ) .

t the demand of the c:n.tlzem:y "for-access to postseoondary education.. &

flcally, we have built six universities and twenty-three commmlty

* ‘colleges in that per:.od, university enrollment. has gone -from- just over .

twenty-l:hggiarﬂ students to more_than’ one'-ihmldred—twenty-thogsami students.)

orttnately, as one of the sunbelt states, ‘we, fitid ‘ourselves tontintiing ;
expend .a major: port;.on of our effortsand new resources to acoomdate - '
add:l.tlonal danand for. posweoondary education, most- partlct:nlarly in -

developmg ‘our urban cénters. The full inpact of this continuing, eff.ort - o

. digplayed in terms.of -real. dollars-per student-:is just beginning to ke 3

apprec1ated by, the elected representatives; 'I'he—expectatlon that\an v,

- increasingly quahtat:.ve atmosphere .would begin to eme¥ge from these hewly ‘

founded‘ :msta.tutions (as well as‘.from the long standlng state unlversltles)
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mbemgexmm:xedmhghtofﬂmedesxretoremamresponswetothe
general populace on th& subject of easy access.

Sultable “fesolution of- the appa.rent dJ.chortomy between access and quality
wl'ut.:hmaywellbegenerallzedtootl'xerstates points to theneea for
" the continued development of measures whic¢h can ide gQrogrlate :Lns:Lght
and :mformatlon to assist in policy decisions, at legislative level.
Leg:leat:Lve staffs, working ‘with educatlonal profess1onals, must identify °
+ those measures: ti\ost meamngful for pol:.cy decJ.s:Lons. ‘
Aword of cautlon is neoessaryhere Muchof theworkthathasbeen
- campleted to date on deyelopment of financial meastres has been targeted
“for tile’use of isistitutional or systemwide adiinistrators® The Atility of
" these efforts -:at the level for which they. ‘have been’ targeted - t .
bemlderestmated At-the same time,.t&o transport institutional i?s)o
to. the 1eglslat1ve level may be both confusmg and oomterpmduct:.ve. )

?i»
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. "Ib the extent that Florlda is llke other states, the followJ.ng ‘
inititatives would likely produce the most beneficial results at the }
lng.slatJ.ve level ) .
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R J.ndJ.cators ‘which can clearly rélate to fulfllhrent of the stated
. role and mission of the institution in oarparlson to other insti-
_tutions, and indicators are paramount for institutions which have
a primary mission of undergraduate instruction - one-of the least
understood areas of college and 11m.vers1ty operata.ons,
-

2) md:.cators which relate to specific, targeted efforts to a,cl'u.eve .
quality in university .operations; giveh ‘the competition’for state
resources, the likelihood of receiving funds to bail out co‘llege

- and’ umvers:.ty problem areas is very low. ) R
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- One fmal area of e.xploratlon w:.th leglsla.tors and leglslatlve staff
may.relate to the beneficial ‘use of finantial measures. From-a cursory
review of professional literature, one senses that the consensus approach
for overcoming the difficulty of enrpllment driven funding fornulas is
"program budgeting.” One further sénses that a wide variety of. opinion
exists over the opdrational definition for a program budget. Cértainly, -
this. is the case- for Florida, I would surmise that when all'is said and
done, what is really desired by those who must make fundmg decisions is

" an array:of imflicators which,. when taken as a whole, can provide a nore -
descrlptn.ve proflle of resource utlllzatlon in our postseoondary J‘ﬁgtl-v
tutlons than is currently prov:Lded _ . < .

. e \
N '-' In the fJ,nal analysis, your work must assist leglslatlve leadérs in
mderstandﬁng how they can- better ass:Lst in responding to soc:Leta]. needs
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. SELF-ASSESSMENT OF THE FINANCIAL CONDIEION OF
SMAIL TNDEPENDENT INSTITUTIONS

_ Nathan Dickmeyek ) :
Director, Financial Conditions Project
- American Council on Educatlon

. Scott Hughes
:Director, F:Lnancz.al Management Center
National Association.of College
and University: Busmegs Officers
* To scme extent, 1t is not difficult to analyze the financial strength
of a'small mdependgzt’college, astute business officers have been doihg
so for generations. In‘general,. they look at how much cash is in the
now compared with last month, or last year; trends in applications and
enrol]ments, the cafpetiveness of faculty salaries; the condition of the
college plant;, and the use of available fund balances.
This art:Lcle descrl.bes (l) how and why a workbook for assess:.ng an in-
_stitution's financial condition was designed and (2) the basic institutional
resources framework wh.rch prov1des the model for the workbook's StatlsthS.

ThlS effort has been supported by the Offlce on Educatlon s Natlonal
. Center for Education Statistics through the American Institut® for Research
in. thes Behavioral Sc:Lences, and has been guided by a task force of - NACUBO
‘'small college representatives researchérs, and consultants. Essential to
the .development of the workbook has ‘beén the codperation of eight small - .
. colleges that served as test sites for earlier versions of the manual." These .
‘tests improved the. relevance, clarity,. and reliability of the measures de-
scrlblng the fmanc:.al strengths and weaknesses of small colleges. v
'I'he Off:.ce of* qucatlon has supported the work because of 1ts heed for
a condzse explanation-of the n‘ethods uséd by experienced bus:.ness managers
to asséss' amall college fmanc1a]s strengths and weaknesses. Office of Edu-
catlon program -officers. need to Be able to gauge the f:.nanclal impact of |
~the1r _Programs. on”‘indlmdual schcols, and thus a workbook approach was se—
1ected Jbecause -of ~the recognition. that no single statistic ¢ould reveal/fi-
nanc1al condltlon., *:The Workbook. was designed to. show trends in f:.nanc:.al
) qond:.tlons in the. context of. the many" factors which :mfluence them. Too '+
“'m’pliét:.c an. approach was expllclty avmded: \ :
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: The method of explormg StatlSthS was l:mked dlrectly to the experl-
ence.of task force members.- SpeCJ.flC strengths and weaknesses (like an in-
-ability, to. respond. torelitol lmen 1lment.. ,fluctuatlons) “were put forward, and many
stati“stlcs were “tésted o find’ "which ones best separated schools with a
we;ﬁqalgss‘»maan area-from.schools which were strong in that area. This pro-~
',-cess reqtﬁ.red many 1teratlons of . finding problems andi testmg statistics
us:.ng actual data. From the process a- franework emerged .which put the mea-
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surement of financial.resources at the focus of the analysis.

The statistics presented in the workbook were selected for several .
reasons. First, they were usually readily available from the institution's .
own records. (If they were not, the college's management information system
may 1tse1,f be a weskness.) ,

° Second theywereselectedtoccverabroadspectnnnofthecolleges :
activities to give a.picture of the college's financial well-being. To be .
0 financially healthy, a college should have the f1nanc1al flexibility to
¥ respond to changes in the political, social, and economic environment in
- which it exists.- Inflation, J.ncreasmg regulatory requirements, declining
- enrollments,’ J.ncreasmg tenure ratios, and changing student academic inter-
ests are some of the pressures that may adversely affect.d college.. The
tinstitution must have and must use its capacity to adjust its resources to
best meet these pressures. '

° .
3 . >
«® ) * v

Rramework for Financial Oondition Assessnent L

o .
4 ?

The major premise of the framework is that a collég&'s overall condJ.tJ.on
» ' " can be meaningfully characterized by measuring avallabl% resources, trends =
in these resourceg, and the institution's special needs“for these sesources.
The focus is on financial resources, but other résource® such as faculty,
students, fixed assets, and progranmatlc resources are examindd.as well. .
.+ An institution's financial status is difficu}lt to evaluatef éhanges in’one
LA type of resource, such as cash in the bank, fay foreshadow or predlct changes
in other resources, such as new building construction. ‘The interrelationships
that exist among financial resources ‘require a cmprehenswe examlnat:kon of* -
the 1nst1tut:|.on s total financial structure .

. The workbook s focus is on fmanc.lal resources, largely because of the
belief that internal and external decisions and events affect these resources,
first. Hence, a clear understanding of the trends and the condition of finag+ .
cial resources is important to the early detection of any.institutional de-
¢line. Of course, this focus also beneflts from the ob;tect1v1ty of many fi-
nancial J.ndlcators. . ) e .

%

————

The amount and condition of an institution's resources “are partially -

determined by internal factors such as policy decisions and their- implemen-

e tations. The amount and condition of resources are also dete,rmned by ex-
. ternal factors such.as inflation and income avallabn.llty Thus, resource
measures are symptoms of those internal and external factors that are the v
causes of mstltutlonal decline or Jmprovement.

L]

.
o

: Aceumulated flnanc1al wealth is of great J.mportance o small J.ndependent 4
c : colleges. A sufficient store of available funds gives an institution [the -,
- . ab111ty to react to changes in the envirorment. - An institution with Suffi- -
c1ent financial ‘resources can withstand adverse trends and has the flexibi

37 S




AN to :mstltute changes at opportune moments to Yeverse the trends In- . ‘ i
R st:.f:ut.lons with sufficient finantial resources«can experiment with their »
-mission or program with mlm.mal concern -that J.ncreased costs w111 curtall
« - their entire operatlon. el . o

¢ . ™

- i

There is no. cla:lm that adequate financial resourcesare 1nd1cat1ve : ' ;
of the desire to innovate or make changes; such resources merely provide .
- the 0pportum.ty to weather storms and experiment where possible without
. jeopardlzmg the institution's future.. Institutions with limited financiai
resources may still experiment, but at greater risk than more flnancz.ally .
resourceful J.nstJ.tutJ.ons with more respurces. :- t -
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;W( ) The. necessary ’.fevel of’ manc:.al resources is- partlally determlned 5Y .
gw a set of*factors that causes’the mstltuﬂlon to be inherently exposed to

o risk. . These factors determine the size and type of institutional financial
resources necessary to’ prov1de flexibility and protect:,on from adverse trends.

T Ideas mcorporated into the workbook J.nclude. . e

\
(l) . Recognition that highly volatile income sources, such as.
restricted revenues require, the institution to buffer ) . ;
itself with greater fmanc.lal resources. The more depen- -

0 _dent ‘an mstJ.tutJ.on is on uncertain funds, the greater
: the need for more financial resources. o < '
(2) The concept that greater financial resources are necessary e,
for institutions with'a ‘large progortion of their budgets .
camitted to relatively fixed expenses such as debt ,ser- * -
..v1ce ‘and salaries of tenured. faculty. These ‘institutions . N
must balance the mflex:.blllty of their expenses, ‘such as
_ debt Service and salaries of tenured faculty, ‘with the ‘ TN
B flexnblllty of fJ.nanc:Lal resources. L - . ¥

LEe . . =
. .
B . “. -

. * ° - . -

,* (3) The cbncept ‘that resources otheri‘than -financial ones may ' 3
" also bear the brunt of ‘external or internal préssures. PR
. . The', nunber and ‘quality of the faculty, students, program
. offerlngs, and the condition of buildings are “examples of - i .
mstrtu&enal—nreseurees-that_affect the mstltutlon s, finan- %% )
clal condlta.on. - . ‘

s" - ' . afe

These major factors have been:built. into the ,self-assessment workhook

.. and are the basis for the stat:.stlcs that have been selected. . Following are 3
, moré detalled descrlptlons of the four broad analytlc categorles. '
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F;nanc:.aLStrength ' o A . -7 - . .

“ - 3

: : In the research that led to the workbook, several excellent prox1es
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were found that approximate the J.nstJ.tutJ.on s financial resource levels and
their trends. These prexies or statistics estimate the relative ability

‘ £ the institution to take risks. ‘For example, the statistic used to esti-
5, oo mate long-term financial resources.is the ratio'of the institution's endow-
5 . . ment market value to total operating expensés.: This ratio provides a use-~

g
g
I
.E
?
5
é
:

S In the ini:ermediate term, the ratio of the sum of the fund balances
N - for the current fund'and the quasi-endowment fund to total operatlng expen- ¢
. ses is used ‘to evalute the institution's overail available reserves

f“ —~
’

J'ixdibatién of the immediate ablllty of the inetitution to pay ‘1ts most press-
-ing debts. Ratios below 1.0 indicate that the J.nstltuta.on lacks current as-
- sets to pay -immediate bills. «

A Y
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Est.imted Risk

. &

: . ' Also ¢ developed are. useful proxies for éstimating the risk exposure of

the institution. The more the a.nst:.tutlbn is exposed to financial risk,”

b - the greater the need.for increased Financial resburces. In the long:.run,

S the ratio of long-term debt to total revehue is a useful” prpyy for measur-

“ " * ing the institution's commitment ¢o continuing payments in. proportlon to

", 1ts reévenue sources.. A -

g For the mmedlate bexm, the ra‘tlo of restricted income to total moome,‘

9 and the ratio of fixed camutmenj:s (such'as tenured faculty salaries ‘and
debt payments) to total revenue aré used. Many restricted revenues are - -
short-term while tenured ofaculty and debt service are not. Heavy reliance -
on restricted revenues generalg const: tutes increased exposure to financial

*  risk. ) .t N

»

‘ " There are two proxies for short-temm, financial risk: acceptance rate .
£ "and short-teym debt to annual revenue. The higher an institution's acceptance
'~ ... rate, the greater the risk that a change in the avialability of students will
'”; . cause a decline in enrollments and turtlon revenues. The debt to Tévenue - .
‘ measure- shows the risk that the institution will not be able to pay pressing: .
carm:.tments vith its yearly revenue stream. ~ ° ' .
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Charyes Affect:mg Flnancml Resom:ces ;,

Essentlal to the diagnosis of fmanc:.al condition is the examination
of the factors which cause decline or expansion of resources. Net real
: gf tuition’ revemie trends .1nd1cate the institution's ability to continue % °
IR ~drawing sipport from Students Private glfts, goverhment support and .
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endowment income as proportJ.ons of overall revenue indicate mportant
trends in the ability of the institution to capture resources and the.
abJ.lJ.ty of the environment to provide’ this support. - FJ.nally, the pressure
of cost increases and the ablllty of the institutidn to sucessfully manage
these pressures are J.ndlcated by the tHends in total real costs per student.

PR

Changes in Nonfinancial Resources i . .

Also 1dent1f1ed are proxies that measure ch/anges in nonf:.nanc1al S
resources. For exanple, the real value of average faculty salaries focuses
on the faculty as a resourte. The institution's priority for the instruction
program as a resource can be monitored by calculating -the proportion of
the budget expended.for mstructlon. Real instruction, cost per student is
another measure which is of Jmportanoe. Freshman. ance test scores are
useful uldlcators of the changes in student ‘resour Finally, estimates
of deferred maintenarice give an approximate indica .of changes 1n the
effort to maintain phys:.cal résources in good conditon.

The Workbook - . ' S ,‘A e
The strength of the workbqok lies not in the number of J.ndlcators
presented, but in%he supportlng theory and the logic of their inte- .

connection and meam.ng Thus, the thepry and framework of the evaluation
& understood before actual .evgluation begins, . The ‘theory

£ \-
4‘,% Py 4,
4 =y

2 ,sed‘ of three separate analytic steps or. tiers. The

‘,°3 If’ the statlstlcs suggest a sound financial condition, ‘there is no néed to

. ¥ oontin m o ysis., Howe f the .statistics reflect .the. possibility
¢ of fi iak glculty, thé ,seoond tier provides.a systematic method for
expandmg analysm to the ﬁ%auses of financial concern. The second -
level ‘begins a- d‘iagnost:.c pirocess, that suggests the specific causes Sf
- financial ‘concetn.- 'Ihe third- describes possible management J.mprovement
technlques that, may- pgovegmlpful in correcting deficiencies identified in

the prJ.or analysise - % v 5
% .

. The workbkook cohtains worl'tsheets used for calculat:.ng the statistics
of thevflrét tier. ‘Each statistic's purpose and significance are expla:.ned
‘with d step-by-steg method of the calculation. A set of definitions is

algo provided-to facilitate data. gathering. Once the statistic has been *
.o calculfated, the-workbook format provides the opportum.ty to explain the

sﬁgg.gmfn.canoe ‘of the value of the statistic: Peer group J.nfonnat.mn is also '
pre\sented ) ¢ ,

The description of the second and third tiers has not been oompleted,
but will be developed in subsequent research efforts, to be presented in

a separate document o o e

¢

Before beginning the self-assessment of a college's financial condition,
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T a mmber of qua.hflcatlons need to be explalned. No techmque prov1des o
perféct measurements; in same cases the statistics deséribed in“the work- o 5
book des:.gn nay prove madequate for a particular college. -

. . - s

T P, e

Some SPECszlC lunltatlonS°

l) The statlstlcs should not be taken at face value. For each sta- .
tistic one should try to understand why it has the value it has;

* the assmptlons should be written. . If this is done for each sta-
tistic, a pattern may develop, conversely,, some assumptions may

be seen as mconsmtent ‘and may need to be. rethought. _ S
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2) &:ltparlson of an J.’nstltutlon s statlst:.és w:Lth those of”peer -
institutions shoyld Hot be- -assumed to autm\atlcally indicate a :
~ good, bad, or average condition. For example,-if' 90 percent.of
current ‘fund revenues- are from tuition, and an institution's group

. - averages only 65 percent, that ‘institution is not automat.lcally
in a financially weak’ position. The statistical comparison does
indicate, however, that the institution's dependence on tuition
should be explored f%to better understand the dlffer_g:oes.
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3) 'Ihls self-assessment methodology is not an approprlate means for
: the. allocatlon of funds by external agencies ‘such.as governmental
bodles ‘or. private foundations.’ The sole intent of the workbook
approach is to provide an analyt:.c tool that J.nstltutlonal OfflOerS
_ can use for: evaluatmg the:.r college ] fJ.nanc:Lal condition. ,
4) --The workbock: is-limited in that it looks only at the college ) ce =R
. fmanc1a1 condition. The statistics identified here should be .
- lncorporated into an overall evaluation of the. institution's .
» Tmission, academlc _Program offermgs, recruitment efforts, fJ.nanc:Lal
- a:Ld offermgs,»studentwco e g,»etc. : N A
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5) At thJ.s stage ‘of the mrkbook s development, only a limited nuber . = 7 ¢
T T O SOL 16568 RAVE 1i88A " Ehe Taterial. The design is' experimental;’ '
LER _gubsequent editions w111 be more complete, with peer group infor-
-+ .. mation provided. for further analys:.s of the s:.gxuflcanoe of the
“‘r..f Statl t;.CS. - . K
5‘.:1“.. Dol o e e »«m;»ﬁ»wf ~MN«"'6»¢¢M -mr»g@eefc L ores m e . .
' 6) StatlstlcsaretheshadmsontheWallofthecave,theycanonly -
_— : prov1de reflections of the complex reality of what is happenlng in
o the’ college. . Reality nnzst%*include the experlence “and_wisdom.of .
calf “the.college’s. trustees and officers who interpret and’ use the .
R ‘( L statlstlcs ‘forzthe betterment of “the ‘college., - "
A *7) Fmally, the statJ,stJ.cs developed with the workbook are s:.mple by A
T design. while sinpllcz,ty is a virtue, the statistics can be only rough. -
e approxmatlons. The uniqueness of the college willsnot be readlly
e ' seen in the statistics. Again, interpretation by the college's trustees
e «and officers lS the only way thls WOrkbook approach can be helpful
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?53533 . ©o CRITICAL ' ASSESSMENT OF WHAT IS NEEDED NOW: .

: - o PEECEIPI‘IONSIOF'IHEHJSII\IESS OE"FICER .

. .

- '. .
\D. Franc.ts, Finn -
. Executive Vice President

Natlonai Assomation of College and University Busmess Jeficers - .

s it all worth
e we fixing

4 .

, There eseveral questions that'need to be, asked.

it? Are-we simply building nore accurate thermostats or

the ce?. How are mdlcators gomg to help us? ‘
¢ b W v

. Mdicators should deal w1th two dJ.stJ.nct levels. . l) the national or .~
state level, and 2), the institutional level., At each level it is legitimate
to wonder whether the indicators only show e there problems or :
v<hether they are useful. mustconﬁnuall concern durselves with how

.- useful the indicators are; if the mdlcators e causing changes and mak:mg

3

- the mfomata.on more useful.
{ ‘ Finally, we must be concerned that ; u-&ilcators are valid. We st

+ . assure ourselves that the data is accurate, the uethodology is sound, the.
caveats are clearly specified, and that we are conparlng like things. .
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toclassf' institutions as bemge:.ther in strong or.weak con-
dition. - i i

tawere used in making financial condition assessments;
of those effortsihad attempted to validate the indi- .
used to ensure ‘thit they were indeed true measures
o condition: 'The one Study that did make such an -
.. -attempt the 1976 work of Andrew Lupton and John Augenblick, =
T, the, ts of which were widely pubticized in Change magazine. =
i :Jupton and Augenblick study was widely criticized for
An both research de91gn and stat:.stical ‘interpretation, as
: ¢ well. as. for the inappropriate use of the resulting mdlcators, it
t .~ did.yéprésent a first attempt to validate indicators prior to
e e J.ng them. In both the Collier-Patrick study and the Lipton< -
P Augenblick study, the ratings of "expert Judges“ were used as
\ the criterion for validating indicators. However, the ILupton-
R Nagenbllckstudyusedanamroac};forobtammgtlmnratmgs
",/ that left those.ratings-open to Gonsiderable criticism.- (In |
fact, the way J.nwhlchtheycollectedexpertratmgswas seen by
ﬁ - npstresearchersastotally:.nvalldatmgtheresultsoftl'xe.tr )
\ - study ) Collier and Patrick attempted to improve upon the approach
A . usedbyLuptonAugenbllcklntlusareabyexpandmgthenmberof
R - Judgesusedandbyensurmgﬂmatthejudges, prlortomalungthelr
assessments, knew sarethmg about the finances of the institutions
' they were rating. "However, neither, the Collier-Patrick ‘study nor
B _ ' the: Lupton-Augenblick study used any single definition of finan-
N U 01alcond1t1mthatthe3udgeswerecms1dermqthesanethmg
N whenmaJungthelrassessnents. Itlssuggestedmtluspaperthat
N\ " the omission of a definition of financial condition when’ collectlng
A .. exypert rakings is’a major flaw in the design.of both of these
A research progects A definition and its use in validating ifi~ »
Y. dicators is a primary. toplc of dlscussz.on in this paper i
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L - Both the Iupton-ﬂxgenblick study ard the Colher-Patrlck
- study used multi-variate .statistics-in attempting to validate
' indicators as trué measures of financial- condition., The. Lupton~
Augenbl:.ck study, however, allowed the statistical methodology )
" itself to select (from a list of unorgam.zed measures) ‘indicators -
. of weak and strong finangial condJ.tJ.on. Collier and Patrick - ..
. tried to correct for the shortcomings of this "statistics-driven' .
w £ . approach by using the framework of financial condition dimensions.
. -+ - Collier-Patrick used the framework to ensure that the J.ndlcatongg
- - were also intuitively.descriptive of what was be:mg anal,
‘Since neither study believed that a single indicator. be

o s ‘found which predicted overall financial cosdition, both. studleﬁw
e e relied upon multivariate statistics to yake into-account a
; - mlti~dimensional fmanc:.al .condition concept .

) Just as the’ ]ﬁ78 Colh.er—PatrJ.ck progect~ean—be—v1ewecLas a..__ _
. refmement of the 1976 workliione by Lupton and Augenblick,. this
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Dok * Dquglas J. Colller o ',
L - Senior Staff. Associate, .
Lt - tional Center for Higher Education Management Systems

- .o .

Introduction ' '.

‘ A study 7 mis corﬁucted in 1978 (and referred to hereafter as the Cclllér—

.Wob

condition fOf roach used in the

o

._ASSESSING FINANCIAL ‘DISTRESS, IN, o

- Patrick study) intended to develop indicators of institutional financial

&

’?E le

Colller—Patrlck study’ c.‘an be characterized in the

higher education‘institutions. The a
0llowing way .

1. The ent.u:e stmiy wag bdsed upon a concept of "fmanc:l.al . .
- "condition" which was defined as beJ.ng strictly financial in
nature (iZe., it limited congideration to the financial

.urpllcatlons of such non-financial factors as student . .. S
ch differed . . s

g

enrollmentsand program quallty)/"ﬁus approg

=  from several earlier studies which considered "program quality"

to be an integral part-of an institution's fihancial condition.

Mu.le the Collier-Patrick s tydy accepted the fact that prpgram

L quality trade—offs could be made :Ln the interest of improved 3

. ' financia viability, it assumed program qual¥ty to be a separate -
issue to be studied separately rathex than as a part of a study'

of fmanc:l.al condltlon.

. . ot '4,%

The Colller-l?atrlck Study developed a !mework to reflect the
various, "dimensions" f financialr condition. The- framework was \
des:.gned as a way of defmmg fmanc:.al ocondition. Therefore - '
if one :.nst:LtutJ.on were consa.dered 1o be stronger or weaker . .
than another J.nstltutlon along these ‘diméhsions included in the = |
franework, ‘then that institution’ s "financial condition" would '
be cons:.dered stronger or weaker‘ - The*dimenSions; of 'the Collier-
Patnck ﬁranework includeq. "fmanca.al mdependence " frevenue. ~
draw:Lng power, " risk," "revenhe stabl'lz,ty " "f.manc:.al flex— -
/lblllty," and "—reserve strength " : : L
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QJant:Lflable indlcators iere 1dent:.f1ed whiclf could be used to .
measire’ change along éach' difension'.of ‘the framework, - Thesé
indicators_ were- intended to,correspond to theé definitions of
. each> dmens:.on although tiey were were ultimately defmed.m texms
of what was *’ea51b1e g:l.ven the capabllz,ties -of HEBIS data.

"I'he Collle.r~Patrlck study t.mcte‘é each of the :de.cators.
»usmg HEGIS Hata and tstied, ] to dej:ennme whether or.not

: .they discriminated betweemstrong and wepk institutions. A ke
éffént of ‘l:hlS‘ attatpt to- valldate the- mdlcators as being 1
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- paper canbe seen as a descrlpta.on of proposed reflnements to
- the: Colher—Patrlck study. 'This paper reflects additional -
"4 g, regarding. how- thexdevelopment of financial condition
;g.ndlcators;;_j"ght be cairied.out. ' _While these ideas are not. -
~ being - tec} was solutlons;to all*of. ‘the many problems that have
"2 “for- sio”longeh'ustrated researchers in this area, they arecde— -
scrlbed 11ege*_<:.n the hope they\wnl serve both as: potential *
refmnents 1n~prev10us work and as food for further thought and
dlscussmn. CoE .
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- . wThe Defuuti‘onal Prob}en _ ‘ ‘
., 4{&‘ - Lo« »G*- . \

M];j: is. suggested :m thlS ggr that one of tbe major shortoouungs of both the
:Lupton-Augenbllck study Coll:Ler-PatrJ.ck study is that néither study

addressed _{or solved) what w ll be referred-to as "the definitional problem."
The defmltlonal problem suggests that mﬂ.e,sssa definition of financial
condition is used in 1dent1fym% developing financial condition indicators,
”ﬂ“% resulting indicators will be %mqless. Both the Collier-Patrick :

_ study and the Lupton—Augenbllck s u'sed expert ratingd as the criterion -

" against which mdlcatorsa were splected and. validatéd. However neither’

study told the experts prJ.or ta@.m.ng their financial condition ratings
what:.twasthattheywere beassessin& The experts were
“‘allowed to define "financial’ nd1t.1 n".in any way they desired. This short-
*.comihg has led miany researchers to. 1tlc:Lze the’ use’of expert ratings in
valldatmg financial conditién J.ndloators. However. this author submits

that it is the existence of the defJ.nJ.tJ.onal problem, rather than the use of

- expert ratings per se, ‘that ¥esults in invalid indicators. - (Burther discus-
sion of the use of expert ratlngs 1s 1ncluded at a 1ater point in this papex,)

et s s
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. It is ths.s author s oplnlon that no real progress can be made in the -
iegopnent of indicators of institutional financial condition until an
standable and dperational definition of "something" (i.e.,.financial .
TR, health, financial conditjon, f1nanc1al ‘distress) can‘be generally agreed
‘upon ds sthe basisg for both 1déﬁt1fymg and vahdatmg those indicators; -
. This statement ‘is not~meant to, suggest that researchers have not used *
definitions’ 1n the- past. Such terms as "financial dlfflculty " "fihancial’ )
« health," "f:.nanclal distress," ‘"finanéial oond:u.t:.on"‘ have been used (and
‘sometimes defmed) in ‘the past. In one of the earliest studies 1n the ™™
fJ.eld, Earl Cheit (The New Depression in Higher Education, 1971)% def:.ned
.y mstltqtlons as be:mg in financial difficulty if they were unable, due to
financial -constraints, to achieve the godls their administrators, wanted
‘to acooupll‘” R, “Obviously, Cheit's definition depended almost totally on
¢ the. nature and level of an institution's expectatlons. 'I‘herefore, in’a
fpllow—up study2 oonducted after.a few years of exposure’to the "new
«“ 3_ \
]éfhe:.t, 'I'he New Depressmn in ‘Higher qucatlon. A Studx of Flnanc1al Conditions
- '/4, , at 41 Ccmgges""and Unlver81tles. \{ew York" McGr\)h”fl, el971

g

Ze}féit, E F. The New Depressmn in HJ.gher Educat:.on. Two Years Later Berkeley
S 'I'he Carnegle Commssmn on ngher Educatlon, 1973. E
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‘ ,ehvi.romrr'e[mt"' in higher education (which pres;.:mably was sufficienf time .
for institutional administrators to recognize the nature of the limitations

.. . under which they would have to operate in this new enviromment), Cheit . -
s found, using his definition, that fewer schools felt they were expériencing .
- _financial-difficulty than had been the case in the first study. -More

‘importantly, from the perspective of indicators development, Cheit's
definition would be inappropridte because it could not be applied across
a broad range of institutions (although this was not the purpose for which
Cheit developed it). g . ‘

L X
f

o «'" A second definition of financial condition was developed and used by
f" ‘the National Cammission on the Financing-of Postsecondary Education in b
i its work.y: The Commissiori‘s definition suggested that financial distress
would exist in the postsectondary education enterprise "when the lack of
money or other resources prevented the desired degree of achievement of
national objectivés."3 Once again,‘this definition is not only subjective
(i.e., what is the "desired" level of achievement?) but it focuseS on the
"_ postsecondary education enterprise as a whole rather, than upon individual
i : institutions within the enterprise. Both Hans Jenny and John Minter have
arqued that financial condition is a concept which can only be peasured on.
an institution-by-institution basis. While it is possible to determine

the condition of the "enterprise," such a determination can only be made

v by aggregating the individual assessments of financial. condition for the.

: . - various institutions which comprise the postsecondary education enterprise
- . (e.g., "10% of the institutions in the postsecondary education enterprise
49 are experiencing some form of financial distress" is one way of describing -

- “Fhe cohdition of the enterprise as an ‘aggregate of multiple 'institutional
_assessments). In reinforcihg the views of Jenny and Minter, attempts By ,
this author to look at the $4 ial condition of the enterprise have always ,
-led back to the need to fifst consider individual institutions. T

.

) A third definitional approach to financial conditon has been the .

ofuse of receivership or bankriiptcy and subsequent closure as the criterion
for defining financial distress. This approach is often referred to asw |
"defining the brink" (i.e.;, how close to, or far away from, the brink of o
disaster is an institution). While it has been suggested many times as a K
griterion for defining financial conditon, it has seldom been used in actual . o
studies because insufficient numbers of higher éducation jnstitutions close,
or go into, receivership, to provide the neéded data. Fyfthermore, the
.data for those institutions which do experii ‘such eme forms of distress

wes a0

. are typically so bad, or even non-existent, tha ingful -analy$es can }
° be conducted..« While a bankruptcy-based criterion may make sense in the . s
business world where a lack of sufficient revenues quickl)y leads to financial - /
. R . s e N . RS g . . /
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dlsaéter, such a notion of financial distress 1gnores the unique nature
.. of higher education finance. .In particular, it ignores the role such
mn—sales-generated revenues as private gifts ard endowment income play
in private colleges. Therefore thé author suggests that defining financial
. ' condition in terms of "distance away from the brink of disaster" is not a
- meaningful . approach glven ‘the nature of Higher educatxon finance. -,

The Definitional- Problem- Recamendat:.ons

It has. already been émphasized that a defmltz( § at least some means
of deallng with whit was referred to as."the definitional problem") is
‘needed before research on the development of. indicators of financial con-
dition can be effectively conducted. Theréfdre the following represents a
set of reccmnendatlons for address:.ng the definitional problem.

°

Recamendatlon #l Forms of D:Lstress

’

The first recommendation relates to how one would define the concept of -
financial conditon in order to allow for its study. It is suggested that
it is probably a fruitless exercise to attempt to define "financial health."
while physicians often debate the définition of "hgalth" from a theoretical °
perspective, they have never been able to agree upon what is' meant by,
healthy or unliealthy. Rather-they exert almost all of .their efforts and
énergies ' to dealmg with the "illnesses" that affect human beings. S:unllarly,
while economic policy-makers are constantly concerned with the "health" of.
the econcmy, the decisions.-they make ‘are intended to affect such "illnesses"
of the economy as unemployment, high inflation, or an, unfavorable balance )
of trade. It can cert@mly be argued that, perhaps,: “the treatment of both
human and econamic illnesses Tight well be improved if' they were treated in
the context of what was defined as being "healthy." However, it seems
increasingly, true (at least ih talking ‘about the economy) that/, as circum-
stances and expegtations change, what was cons:Ldered unhealthy at one point
in time is often considered healthy at same later time. For example, no

© one ten years ago would have. cons:Ldered 7% inflation and 5% unemployment &o
"*be indicative of a healthy e¢onomy and yet when faced.with today's stag-
flation, most would welcame such econemic "health." It is this authors
contentlon that health is a largely subjective concept, one which is affected
in large part by expectat:.ons and cz.rcumstances

-

3 . .

' What is recatmended, therefore, is that research on J.nstJ.tutJ.onal °
financdial condition focus on the "financial d1lness" which afflicts.‘colleges
and universities. Such a "dlstress-or1ented" focus, in th.qh various forms
of financial distress would be identified, not only represents a more "
feasible approach to the definitional problem but will provide policy-
makers a way of viewing institutional financial condition which they can more
easily understand and deal with. Knowmg the nature of the institution's
_problem (i.e., its form of distress). gives the policy-maker an ability to
des:ugn mterventlons th.ch deal with the problem nore effect:.vely than }mow:mg
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only that the mst:.tutlon is "in dJ.stress." Ade.tJ.onaIly, knowing -that . X
an_institution is experiencing "working capital distress," for exanple, /
sﬁégests a completely different set of intervention strategies than
g.that' it is exper encmg "fmanc:.al flex:.b:.llty distress." For,
o exarrplé“; if it is stitutiop is experiencing a "workin
LA Capltal" distress rather than f cial flexibility distregs, policy
S - will b4 able *t?md‘essa.gn a strategy which deals with the J.nsi;ltutlon'
’ for operating rather than for'a 1arger proportion of unrestri
funds. The "forms of distress" approaéh to' the definitional probl
- should not dnly ‘be more/meaningful for policy-makers, but it is
¥ whlch is equally applicable to both , independernt and publ:.c institytions. . -
One of the bigger stunbling khlocks faced by researchérs in financial con-
SOl dition is determing how to d with the financial, condition'of public <
*instituions. Those researchers who have' relied upon the "brink conceptﬁ' v
T of financial distress have even concluded that it is & meaningless exercise
in the public sector because public institutions don't go' bankrupt. These
researchers have argued quite effect:.vely that as 1ong as the state
govemment itseIf is so-solvent, plublic 1nst1tut:|.ons in that state will not
‘ "o out of business - (except as the result of fa polltlcal dec:.s:.on) It is
) this kind of oglc, “based upon. the brink concept of financial condition,
that has resulted in the widespread’ bel:l.efj t studymg fmanc1a1 condition
for public institutions is a fruitless exétcise.  However this author . -
~---guggests that many public mstltutlons, while not necessarily in. danger of
dgoing bankrupt, are experlencmg one or m:;e forms of distress. Whileue.
the indicators needed to. J.dentlfy distress forms may differ between the
. publ:.c and prJ.vate sector:s""s the same. dlstress forns exist in both. , ..
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c WhJ.le a great deal of work will be needed before generally accepted :
, -definitions of the varipus forms of distress can be developed, the following'
, - set of distress forms, ‘With related definitions, is described below to oo
o wm ‘the discussion. ~The following set of forms of dlstress is offered
for J.llustratme pur.tposes only. > . .
' i M_-.. A T K”?Wa-ag, -~ %
oo l., Worklng Cap:.tal Dlstress - This form of distress exists when .,
R - an institution has' insufficient expendable assets to.sSupport.
.. a.tg day~to—day operatmg needs.. The degree of dlstress«gbemg
faced by the:institution depends upon its, abJ.lJ.ty, or lack of . =~ -
, ability}”to obtain' such operatlng funds. For example, if.the ' .
-institution is. short on-operating funds &11: -has Poth credit and = #
Sufficients col}ateral to allow’if to borrcw such funds, .a-legser
" degree. of .distiess exists; than* if there is AS¥apparent way of |
Y obtamlng ‘the needed ope:ratJ.ng funds. - . PR
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T 2. Demihd-Related Distress ~ This form of distress occurs when ¥ - - .o
N '} the: demand for the. institution's programs ahd services has o ..
P drogped to such a point ‘that revenues from the "sale" of such
T ) _ services (e.g., tuition and fee revenues, research grant’

T revenues) cannot provide their historical share of the ihsti-
R - tutions total revenues*, "Even if the institution has sufficient

. . offget this’ "demaxﬂ-reIated“ shortfall, the institution should
Co be 1dered to be experlencmg a demand—related form of dlstress.

. 3; 'Non-Sales-Related Revenue Dlstness - WhJ.le demand-related: dlstress

- " "sale'™ of its ‘programs ‘and services, this type of distPess occurs .
when an J.nstltutlon”*ls unable to realize: historical levels of
. .mn-sales-related revenues. _For prlvate colleges, . the largest
- sources of this type of revenue are gifts and endowment income.
a For pubg.lc :mstitutlons, the most” s1gm.flcant source of such .
-revenue is typically the state appropriatién. If an institution
is unable to mgintain historical proportions of this type of .
“revenue, additional pressure will be placed on its, sales-related -
-revenue sources (as is now be::.ng evidenced by thé fact that both N
-public and pr1vate institutions are being forced to.raise student .
tuition prices to -such high evels that the "demand" for in-
structional program's is being severely. tested) . Therefore an
institution whg.ch,cannot ‘realize its historica® contribution to
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sidered to be experiencing thlS form of distress, even if sales-
related revenues are presently able to take up the slack.

. 4. Fmanclal FléXJ.bllJ.ty Dlstress - Thls form of distress exists
. . when an institution's fmanclal resources are Sso sevetely re-

, " stricted for particular purposes that the institutién has%g‘o L
Ve 0 flexibility regarding their use. In the rapidly changlng environ~

—=* -+« ment college administrators are now facing, this type of distress
© - - is a very réal problem. It is also a form of distress which -
i requires that policy-makers design totally dififerent kinds of
' _intervention strategies to deal with it than the increase in .
restricted revenues approach they now ‘use’so often. .
" - - S .

- “Both the "demand-related revenue" and "non-sales-related revenue" forms

ey of distress have-been defined as the ability of those types of revenue to :
‘ provide their historical share.of Of #hat particular institution's total revenues.

This: approach is suggested to avoid the need to determine some absolute level

. of support. that an J.nst:l.tutlon ought to receive fram a particular source of

o 'support. “However, i L{ 1s recogrized. that moré precision will b needed in all»-

. of these deflnltlons ore they can ke USed to make actual financial distress
assesanents. .

\

- .

_— mn—sales-zelated revenue (é.g., endowment income,.gifts) to oot

‘focuses on, the instituion's ablllty to derive revenue from the . S

- . totdl revenués from such non-sales-related sources will be con~ .
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tion #2: Responses to Distress

. .

-

of higher education finance. Howéver; the second reason gi

tutions within higher education. . . .

Barlier in the discussion it was suggested that the concept of bankruptcy |
or insolvency (described as the "brink concept") was hot viable when
talking.about financial distress in colleges and universities. One of .
the reasons given for making this assertion was that it ignored the realities
' ven was. that it -
does not help policy-makers (particularly those at the state and federal
levels) in identifying which of the distressed institutions to help. In
other words, the brink concept does not aid policy-makers in understanding
the significance of financial distress as it affects the various insti-

The following dis;:ussion of significance addresses itself .primari-ly'
\ to the concerns of the state .or federal level policy-maker who must deal
with multiple institutions. Obviously, fram the perspective of the insti-

e emedugtng

assumes that institutional survival

-

~
.

are met:

]

ve ’ gw‘l. i

-

- desired objectives.”” >

< .

~

tutional-level policy- , how far away the institution,is from the brink

of extinction is a cogent question (assuming that institutional survival' is |
one of the goals of the institutional policy-maker). However this discussion

1 - se is not a primary concern to
policy-makers who deal with multiple institutions. Rather it assumes that

an institution's survival is only significant to the extent thst the inw
stitution is contribyting something to the ‘accomplishment of scme' desired

goal, fherefore, if a policy-maKer was to determine that a particular
institution (or group of institutions) was experiencing some form of distress,
that knowledge would only be significant if both of the following conditions

1. The institution(s) experiencing that distress is contributing in
some way to the achievement of a goal valued by the policy-maker and

2. The p@rticula.f form of distress being experienced by the institution
detracts from its ability to contribute to the achievement of the

'I:ﬁis ‘criterion for significance suggests that one must evaluate both the’
. ‘significance of the institution experiencing the distress and the relation-
. .ship of the form of distress it'is experiencing £b the accomplishment of

fhe deterinination “of a particular institition's signifieance can be
“:accomplished by assessing what it is-that the institution does that is .
-valued by the policy-make¥: a relatively straightforward process.
vsdiDderstanding how the form.of distress it is“ékperiencing affécts its,
.ability to-contribute.to yalued goals is a more difficult task. One way .
 -of understandifig ‘the m}adpnsmpﬁmueg%»ﬁsaeés forms and the. contributich
to goals is. to study the .responses instititions make to various forms of
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distress. For example, if an inStitution's response to a low level of -
"working capital distress" is to simply borrow more short term mohey (and -
such borrowings do not affect the institution's ability to effectively

carry out, its educational mission or to accamplish other objectives valued.
‘by the policy-maker), then the policy-maker will. liKely not consider such-.- .
a level of this form of financial distress significant. On the othert
hand, if an institution has such a severe case of "working capital distress"
that it is for&ed to cut back programs,“the same policy-maker might -
depending upon ‘which. ‘

consider the situation to be extremely significant, .
programs are affected and the value he/she places on those programs. ' .
. The link between institutional responses and apility to contribute- .

to-goals will not always be simple and straightfo ~UWhile 'some obviqus
' -linkages -can be hypothesized (e.g.,"a response to distress which included
cutting back student scholarship support levels would have a clear link ~-. .
with a goal of student access), other linkages will be.less .clear., There--
fore, this recommendation requires that additional stGdy be carried out to
understand: oo , AU T
1. the linkages that exist bBtween various forms of distrbss and
the institutional responses to distress and . .
¢

. . R . PR . . R - ‘f\ .* -
2. the linkages that exist betyeen ingtitutional responses to '

distress and the ability of ‘institutions te contribute o
particular state and federal-level.goals, * - =~ .

£ responses institutions make teo
-financial distress will ne#4d to be carried out prior to any attempt to.. ,
relate those responses to particutar forms of distress. The list of : .
responses outlined below is once againp provitied for ;'Lllustrati\_/e purposes
only and in hopes of stimulating further discuss:'_Lon ©of the concept:

An identification of the kin

‘® the necessity of drawing upon reserve funds to support operations

¢ the inability to adequately fin’an“c:é the necessary .maintenance of

physical plant and equiprrgnt « -
gfe the amount and kinds of library bocks

the inability to purcha

and supplies needed to adequately support the institution's

.

.

educational programs .

® the inability-of the institution to keep faculty and staff salary
. Scales growing at # pace which keeps up with inflation (including
* . the freezing of staff salary scales) : :

. @ a reduction in the mumber of faculty or staff poBitions (includin ,
the csgversion of full time to part~time positions) v e

A the need to close. down programs as ¥ result of financial constraints’

v
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The Validation Problem

- - ' -

The .second area in which both the Collier-Patrick study and the Lupton-
Augenbllclc study are vulnerable to criticism is the way in which they
validdted indicators as being true ‘measures of change in J.nst.ltut.lonal
financial condition. Both the ILupton-Augenblick study and the Collier-

- Patrick study attempted to, validate their hypothes‘:.zed indicators by .

- showing (statistically) that a-set of, discriminant function equations
(based on indicators for a sample of institutions) were hlghly correlated
with the financial condition ratings for those same institutions (those
ratings being made by a group- of "experts'). -

Both studles”"used maltivariate dlscrmu.nant analys:.s to determlne
" which of the indicators were good predictors of the expert ratings (i.e.,
which indicators were valid indicators). While the Colliex-Patrick study
perfonned a number of intercorrelations of the individual indicators prior
to, entering-them into the dJ.schmlna;at .equations, this was nat seen as a
significant improvement over the Lupton-Augenblick study. In both instances,
a weighted composite index was derived from the statistical analysis which
. could have been used to "predict" the fmanc:.al oond:.t.loh of other J.nstJ.tutJ.ons.
o o IS
The key to the valJ.datJ.on process . in both of these studies was, that the
judgement of experts was used as the criterion agamst which proposed indi-
cators were valldated 'I'herefore, if one were able to find fault with the
experts' judgments, one could dttribute equal fault to the set of "valuable
1nd1cators." oL

[4

>

Recammendation #3: Use pf Intuitive Constructs -

*

Given the complex and multi-dimensional nature of institutional finaficial ,
condition; this author suggests that it is unrealistic- to assume that a
smgIe, univariate statistic can capture that complexity. Therefore it
seems essential that multivariate statistics be used to take into.account
the interrelationships that enst among the conponent parts of an insti-
\tutlon s oond:.t::.on.w° ' <

]
e -

A second concern over the use of xm1lt.1var1ate statJ.stlcs seems to
revolve around. the fear that the resultifg.indicators will be so complex
that policy-makers will be wnable to understand hmrchanges in the component
parts cause the overall index to change. The,persons who voige this con-
cern generally have no problem in understanding that ‘the Consumer Price N
T Index @PI) changes by 1% in a year even though no single item within the
- index J{i.e., campdnent part) changéd by 1% during that period. THE reason
they mlderstand "the CPI is that they understand the concept of a "market
basket" and they know, generally, how ,a number of different changes in

v1dual pmces work together to creéate an overall camposite change.

-
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The fact that almost no one Knows how the CPI is actually put together, -

in a statistical sénse, doesn't detract frcm the utility of that index.
It can be pointed out that the conposite financial condition index derived
through fultivariate statistical analysis is no different than the weighted
total which makes up the CPI. However this example does point to the need
to ensure that the invididual ratios and measures which serve as the coit-
. ponent parts for-the ‘camposite index hold togéther in some intuitive way.
The Collier-Patrick study tried to use the financial dimensions framework .
as the "intuitive glue" holding the camposite indices together One of
~the primary weaknesses of the Lupton-Augenblick study 1s “that no such
intuitive way of thinking “about the component parts of the multivariate
indices was provided. Therefore the indices themselves appeared to be the
result of same "statistical concoction" which could neither be explained nor
. intuitively understood. It is suggested that all subsequent users-of
multivariate statistics should be aware of the need for conceptual cohes-

iveness and should do everything possible to ensure that the resulting indices
Wp bé both explained and intyitively understood. .

" 4
Racommendation #4: Accredltatlon-"‘vpe VlSltS by Tramed\mgperts

The second part of the valldatlon Jproblem is: how does one obtaln a T
meaningful criterion against which indicators ¢an be validated?  Both .
Lupton~Augenblick and Collier-Patrick used "expert ratings" as the ‘criterion
against which indicators would be walidated. As has been ‘discussed at
length alreddy, one of the biggest problems confronting both studies was

the definitional problem. Unfortunately neither study solved the problem.
This paper suggests that a-solution similar to recqm\endatlon #1 might aid
in addressiflg the definitional problem. If the definitional problem can
be solved, the remaining problems to be solved are: (1) whether or not
experts can determine if financial distress exists in an institution (given
that they are using a definition of what to look' for); and (2) whether or
not different experts can agree that' the same level of /dlstress exists for
the same J.nstl,tutlon .

s+ - In response to the flrst problem, it can be argued that accredltatlon
"teams have been making assessments regarding the financial ¢ondition of
institutions for years. These accreditation teams have relied on quan-
titative analyses of institutional data combined with the qualitative
judgments they make aften conducping site’visits and extensive interviews.
This author suggests that, under these same accredltatlon—type conditions,
experts trained in both what to look for and how to lock for it can make
meaningful assessments of an institution's financial condition. However,
the second part of this statement should be en1pha51zed While solving the
“définitional problem will address the -"what" question, the éxperts must
also be trained in "how" to ook for strengths and weaknesses if their
ratings, are to be meaningful. Just as # hospital's internship program is
:Lntended to teach doctors how to look fOr the types of 'illness they learn
about in the classroom, effectlve, assessments of institutional financial

-
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condition will rest, in larde part, upon how weil the experts are able to

r discern .distress (or lack of distress) when they see it. Therefore while.

accreditation-type visits are suggested as a means of obtaining meaningful
assessments of financial condition, such visits must be conducted by trained

experts. ' ‘

v The second problem to be resolved relates to the consistency of ratings
s Wwhen they are provided by different experts. The results of an accred-
itation-type visit are not worthwhile if individual ratings vary significantly

s % . depe.nd:mg uponr who conducts the visit. There are a nunber of ways of en- .
R S sur:.ng such "interrater relJ.abJ.IJ.ty " One possible solution is to prov1de .
: : for rlgorous training of the evaluators so that all persons involved in

a . .assessing the existence of distress are looking for the same thing. A

¥ . ‘seoond way is to provide the evaluators with specific guidelines for making
: - an assessment. These guidelines should include not only detailed defin-

E 3

itional guldance but would also, point out specific, "clues" to loock for in
identifying various forins of distréss and questlons to ask in uncovering
such clues. Finally the evaluators should be gJ.ven precise guidelines for
actually makJ.ng ratJ.ngs.
L4
Wh:Lle these recomtendatlons are yery spec1f1c, the main point the
author is attempting to make is that financial distress can be identified. .
and evaluated under the right conditions. They are also intended to describe
how the use of expert ratings might be:improved upon so that they can be *
_ used as a meaningful validation criterion. It is the contention of this
author that a validation prwocedure must be carried out if indicators dre to
~ be developed which can be used iN assessing the condition of multiple
. institutions. While the self-assegsment approach- (in which institutions use
%~ a number of descriptiwve indicators highlight potential problems in a
variety of aréas) is certainly a valid and useful way for individual insti- .
tutions-to lock at their own financial condition, this same approach is not
: useful for the more aggregate-level policy-maker. . Policy-makers at the
.state and federal levels (or anyone who must deal with multiple. :Lnst.ltut.lons)
- must be able to highlight problems for a la.rge number of institutions easily
' and accurately, A set of validated financial condition indicators™ hold .
o the most pranlse for such needs,

- v

} \ . . ) . B N

EN . . -~

[y




» ot )

£
.o

s
13

TN

il . Q

¢“,.
TR

Biblioaraphy

: N v

- -

S Cheit, E. F. The New Depression in Higher Education: A Study ‘of
7, i Conditions at 41 Colleges and Universities. New York:
McGraw-Hi11, .1971. o o

°

. The New'Dep;ession in Higher Educati&ﬁ: fwé Years Later. _
. Berkeley:” The Carnegie Commission on Higher Education, 1973 -

s Cof]ier, Dougias J., and Patrick, Cathleen. A Multivariate Approach L
: to the Analysis of Institutional Financial Conditions. -~

Boulder, Colorado: National Center for Higher Education - o
- Management .Systems, September 1978. '

« -

Jeﬁny;‘HanS‘Hr-(and-G._R:*wynn)l Indicators of Financial Distress
P °in Higher Education. Address prepared—for Annual Meeting, K
- ‘Pennsylvania Association for Higher Education, -Harrisburg, : -

,‘sPennsylvania, April 21-22,°1974.

°

o Lupton, Andrew; Augenblick, John; and Heyison, Joseph. "The Financial : :
. State of Higher Education: A Special Report," Change, September
e ©1976. . v
. a -
.- National Commission on, the Financing 6f Postsecondary Education. . '
: . Financing Postsecondary Education in the United States. :
. Washington, D.C.: National Choission on the Financing of
. Postsecondary Education, 1973. \

R ey

N .

FEUNE s by
.

. ' a&% ’ -

RN IYSCS
e

K

A

S
.




*
Pl 73
ot
K

HIGHER- EDUCATION FINANCING IN THE STATES

o " Marilyn McCoy .
. Senior Associate

;; National Center for Higher Education.Managément Systems’ .
gf "Discussions about.the adequacy of state funding for higher educatiop
o8 most commonly focus on rankings of the,states in terms of appropriations

per capita. States with high appropriations per cabita are typically
judged to be generous in their support while those with rankinas near_the

o bottom are considered paor. In a new report Financing Higher Education in .
Looow the Fifty States, Intersfate. Comparisons FY76, about to be released by the - i
T o .  National Institute of Education (NIE). authors Marilyn McCoy (NGHEMS) and

. D. Kent Halstead (NIE) demonstrate the inadequacies of such a limited - .

approach to dccountability among states. *Their analysis shows that a

singluar focus on funding Tevels alone without referenCE"to'the~t§1at%ve
need for support and the ability of the state tQAfurnish such monies is -
Tikely to lead to erronéous conclusions. . )

- Beyond-Appropriations Per Capita . -

v e

The dangers 6f sych a one-dimensional aoproach are most visibly =~

h iL]ustrated by reference tq the five state$ ranking lowest in the amount of-
v, appropriations per capita spent on!highef education. Of these,.only

N Massachusetts operates.a public higher education system that aoppears ,
universally underfunded. While Massachusetts collects 30 percent more taxes
than the average state, these revenues aresfunneled to higher education at-

a rate less than half the national average. Because these funds are not
adequately supplemented by income from other -sources, such as tuition or
government grants and contracts, public jnstitutions in Massachusetts overate -
with tota],funq§ per student that are 32 percent below the U.S. average. . K

-

4

Ohio also provides Tow per-capita state support to higher education, X
but because of above-average income from tuition revenues and private sources, -

_public institutions.in the state generally have funding’close to the U.S~ |
average. ‘However, the largest institutional sector in Ohio, the major.
doctoral institutions, operates with total educational and genéral (EAG)

" fungds that are more than 20 percent “below average for comparable schools in °
other states.. Two of the other states:ranked Tow in state appronriations, .
Vermont and Ngw Hampshire, charge relatively high tuition and thus achieve _
revenues that are 40 percent and 6 percent above average, respectively. .- .
-Pennsylvania, although ranked 48th in state approprigtions per.capita, .

. supports a counterbalancing small number of students®in nubfic institutions.
Thus, in Pennsylvania, appropriations relative to'enrollments -in the public
. . sector are near. the-national average. Combined with -high rates of supvort
. from otfier sources, public institutions in Pennsy]vania have total per-student
e "‘revenues that are 17 percent above the national avgragb; T

—
7
1]

“Content of\the Study,

‘4 . .

_ - While the foregoing examples are brief and simplistic, they demonstraté

that a fair appraisal of state support goes beyond a single-dollar figure.

. Jo support a more comprehensive review, the McCoy-Halstead study; using more
than ‘30 _separate measures, provides state7by-sté§§ comparisons of: <ot
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° NUMbers of students supported. 1n pub11c 1nst1tut1ons in the state,
indicating whether they are residents or not, entry 1eve1 or
continuing, and full or part- t1me .

. "®x State financial commitment to higher educat1on .comparing the
. inherent wealth of the statg (tax capacmty), state efforts
" “raise public monies (tax effort), ‘and the extent to which unds
are funngled to highet education £aflocation rate). -The end
,groduct of this analysis is appropriations per -capita. ~In addition,
tate funding for student aid to 1ndependent 1nst1tut1onso1s
presented. ~~

*

e Structure of higher education in the state, identifying the relative
.emphasis on public versus independent education and the type of
public higher education provided, as indicated by mélative -
enrollments in.major doctoral, comprehensive, baccalaureate, two-year,

health profeé!ﬁfnal and other specialized institutibns, to identify
differences in funding needs For example, a.state gnrolliRg a - .
maJor1ty of its students in major doctoral schoels is selecting a v
relatively more expensive form of education and agests the need
for more re}at1me fund1ng . . R N

- ’ . v X -

. ¢ Financial réSources df institutions, examining-state andelocal

appropriations per student in Tight of the institution's ccess in

.. attracting funds from other sources (such as tuition income, qovernment
_grants and contracts, prtvate q1fts and contracts)

"o Inst1tut1qna1 spend1ng patterns, as. 1nd1ca}ed by the d1fferen¢‘m1x -
) of instruction, research, pub11c service, and other E&G expenditures,
to broad]y ref]ect d1fferences 1n institutional act1v1t1es "

In add1t1on, the study shows récent trends in the support .of h1qher )

education by various sourcés (state, federal, tuition, etc.) and the extent ——

;1nf1at1on. . ‘:ﬁg

.3 2

to whith state appropr1at1ons have kept pace widh e7ro]1ment shifts and

.
‘R

Each factor reported in the study has been indexed refat1ve to the U.S.
average to .quickly show relative stand1ngs Thus, for. example, if-
appropr1at1ons per public. student’in a state were $1,800, the.index value of

- 88-would signify that this state spent only 88 percent as- much as-the averaae
state. . - .
, SRR -
. To iTTustrate the format of 1nformat1on in ‘the repp?t ‘the stummary

for ‘the U S. average 1s d15p1ayed in Figdre 1. - B
L% .

- o "

& @ . ‘ v

Summary F/QUHL SRR S

.

Nh11e the major focus of the McCoy-Ha]stead report is the individual
\ staterby-state analyses, a:humber of general findings have been summarized
below to acquaint the reader w1th the report. - v . o

S, ‘ 3

_Trends. _The McCoy-Ha]stead report highlights the fact that overall in FY76 ]
state _contributions in support of public highen education d&ﬂ1lﬁed 4.6 percent
in purchas1ng power’ per student.. This drop occurred despite a ‘1374 percent

. increaso in dollars spent by $tates on higher 'education. That increase was

»@more than consumed by an enro11ment surge of /11.5 percent and’1nf1at1on of
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6.6 percent (based on the Higher Education.Price Index). In FY76 only 19
states improved or maintained the real dollar value of appropriations.per .
. public student.. These. states, led by Alaska with a 25.9 percent gain, were -
- +n-descending order: ., Wyoming, Nevada, D.C., North -Dakota, Hawaii, Texas,
N - Oregon, Idaho, New Mexico, Alabama, Kansas, Ohio, Iowa, Utah, Minnesota,
" *Nebraska, Montana, and Delaware. The greatest decline in constant dollar
— - appropriations per student occurred in.,North Carolina, with an average
decrease of 22.6 percent at public institutions.  These trends for th8 states
.are shown in Table 1. - . . S

v

Appropriations by .Institutional Category. Although total state support

- increased for the publfc institutional sector as a whole, enrollment growth

. varied considerably among institutions, resulting in a significant difference
in constant-dollar support per.student. Only public health professional -
institutions, as a group, showed real dollar gains per student in state
funding, due to a-massive 28 percent increase in avbpropriations that far
outdistanced the enrollment growth of 11.percent. Major doctoral, other
professional and specialized, and comprehensive four-year. colleaes, had - -
small per-student coénstant dollar Josses in state support of 0.7 percent,
1.1 percent, and 2.0 percent respectively. However, two-year and baccalaureate
colleges showed Jarge losses.in per-student funding of 10.3 nercent and 8.0
percent. In both. instances, enrollments grew faster than anpropriations with
.inflation further compounding the situation. ' :

-

Public Enrollments.” The average‘stdte enrolled 30, FTE" students in public
institutions for every 1,000 citizens. -However,  individual states vary |
substantially in the amount and type of access to public higher education - \
afforded to eitizens.  Arizond leads the nation by enrolling 50 students -

g per 1,000 population, a.rate.that is almest 70 percent’sabove average.- °
California enrolls the next largest proportion of students (47 per 1,000), .
followed by Colorado {43 per 1,000), Washihgtom {42 per 1,000), and Oregon.

(41 per 1,000). States with the fewest students attending public institutions
include Alaska and Pennsylvania (19 per 1,000); the District .of Columbia . .
enrolls on]y 14 .students per. 1,000 in pubTic inStitutions. . .

v §upport Per Cgpita. Collectively the states spent about $13 billion in
support of public higher education institutions in FY76. On an individual
basis, this répresents an average, ontribution of $61 per citizen. Such
support ranges from a high of $130 in Alaska to a low of $31 per capita in

N New Hampshire. In addition to state support directly to public institutions

. ($61 per capita), the states spend @nother $3 per citizen for state

- ‘appropriations to independent institutions and for student aid.

n~

Institutional Revenues and Expendﬁtures. .State_and local qovernments play
a primary role in financing pubTic higher.education. The average state
contributed 60 percent of all educational and general revenues® in FY76. The
q?gtrict of Columbia-(77 percent) and California (7Q.percent) led in providing
the highest proportion of state-level government supfort.. Vermont (26 percent) *
and New Hgmpshire (36 percent) were lowest. Tuition was the next single most
o, important income source for public institutions (16 percent), although it
. 1. accounted for a much smaller share.of total E&R revenues. However, states
with low government support»relied heavily on tuition, in partictilar New
. fampshire (36 percent of total E&G revenues).and Vermont (34 Dércent):

?qu,Q,“ o - | | Y0
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Perceht Change in OOnstant Dollar Ty
State .and Local Support/Student -at .
o Pub]1c Inst1tut1ons FY75 to FY76
Lo 25.9% ..
Eo R ' 19, 9 -
oo - 19.5 . .
b T 17.3 P L "
: North Dakota ~ -~ . L =7r o 17,0 - .
’ o Hawaii . S, . "12.6 ’ T x
) . 7 - JYexas ¢ T -~ = 8.9 . .
3 8 - Oregon,. = e+ L. .86 o c
N 9 . Idaho.”™ S A L
. 10- New Mexicg <. ' 5 5.4 L,
©11 Alabama L 5.2 R . .
.12 Kansas ‘ e 4.6 " .
S .~ 13 ‘DOhio A ‘ : A 3.3.. N
o 14 Iowa SR A T N e
; 15 Utah. ) .l e 20T 23 - T .
+ 16 -Minnesota - : - 2.2° . .~ - ‘
17, Nebraska ) > 2.0 - R T
' .18 Montana ~ ’ T O S , :
- 19 Delaware ‘ S N ‘ .
- 20r Oklahoma . )} . e =07 - c L. .
© o+ ¢ RL "NewYork - - . i _. ~L7 - N .
T 22 .California-’ ~ . 1.9 oL
23 Pennsylvania _ ) -2.7 Loth .
24 Indiana S 2.2 e
. 25 MWisconsin. : ' 2.0
*26 - MWashington . " - *.=3.6 - N :
T 27 Mississippi .. - ~. -3.8 s .
28 - Maine .. -4.0 . L.
29 . New Hampshire - .. ) -5.2 T,
© 30 New Jersey ot oL x5.8 * .
31  Colorado oL =b20 0 - -
32 Arizona — <+ =6.5" . *
. 337 Maryland . - T 6.5 .ox
34 _ -South Dakota, . -6.6 e \
35 - Kentucky = = - © ot 8.3 ¢ ‘ .
‘36 Arkansas . —T;a‘ .- ' - -9.3 . g
" 37 Tennessege ;- -~ ‘ -9.4 . .
. .. -38 Conpecticut - ' -9.6 oL
" 39. West Virginia oo -10.1 * -
40 Virginia . - -10.3 i
41 Vermont oo *~10.9 P
42 Florida . . o ’ «11.6 -
43 *Missouri- . . TS § O S ~
.44 Michigan Lo - =12.2 o .
' 45  Rhode Island ” ., -12.6 ' -
,' ¢ 467 IHinois i R 7 T=135 -
* 47 . Massachusetts . o - -15.4 . A
:% S W48 Louisiana . . o e v . . . -16.0. - .o
~ 49 South’Carolina " - '“@1{61;1
"50 - Georgia ~ 7.1. - ‘ . "

©. 5L “North Carolina ' R X T
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. - Several tables from the McCoy-Halstead study have been abstracted to -
- -appear Wfth‘this'artiglé.m Tables 2 through 6 contain’rankings, values, ’
- and indexes for the states, coveriny enrgliments per capita,-tax revenues

per capita, appropriations per capita, appropriations per student, and
institutional. revenues per. student. " ” .
) O - - LY e, . - . .
; _ o, . The average state appropriation for public higher education in FY76 was -
& 7 - 782,047 per student. The U.S. average, high, andslow values. for each

j‘~a~:x=1fcategony of phb]ic'institution.in FY76 were as fo]]ows:l

-

t

s T 0w . . . v . -

'ﬁ - . ' . ) ' . -
& | . o ol.S. Average | High . ' - Low N
X - : 'ngof Qgctpra]gGraﬁtiﬁg , - '$ 2,627 - $ 4,112 (NY).  $1,397 (VT)
G ~ - Comprehensive R I 2,000 9,052 (AKY 776 (NH)
i ", General Baccalaureate - o0 .1,634 . 2,991 (W1)- 809 (KS) -
c T Two-Year - . 1,308 _W.523 (AK) 725 (W) . —
. .~ . HeaTth Professional® - 17,376 720,918 (NJ) 8,106 (MN)
e Other Professional - - .- .1,949 28,331 (OH} 856 (NH)- .
” "\ " Two-year colleges were .most dependent on state and 1oca1'goverﬁmenth

n; = support,-receiving 71 percent-of tota] E&G revenyes. from this source..
¥ Government appropriations were next most imnortant for cemprehensive colleges

- institutions (60 percent) and health pkeféssional schools (56 percent). teast \.
e dependent,- but still relying on state-and Tocal government:,for over half
their revenues, were major doctoral institutions (51'percent).f

Limithtions of the Study .. = '
While the authors believe that this study brings together more factors in a
single analysis of state funding than have been traditionally considered,

: there are a number of important: 1imitations to this study that should be .
= remembséed. For example, the study provides _no measures of quality differerices
: ) among the states and their institutienal sectors., There are also no-measures -

of ‘the different content of programs among the states, emphasizing different
~ . - -levels of graduate education or greater prevalerce of more costly medical, -
engineering, or’ other such_prodrams. “Differences in.cost due to economies of
scale or differences in the stage of development of institutions are likewise
. . not considered. 1In addition, & focus on average ner student amounts does C
not take margina]l economies or .diseconomies into account. . - - .-
.. oL < . . -
: In a simiTa? vein, the quality-of the analyses are no better than the
- data employed, While“the authors: are convinced that the data from the ,
- Natjonal Center for Education Statistics and the Censu$ Bureau that have ’
been used are the best available, there remain important comﬁarabi]};y ' :
issues to be resolved. For example, in some states, the vacational education
system-is included within higher education; in:others, it is a.comnonent .
of elementary-secondary education. Similarly, medical schools are organized /
: and reported as separate campuses dn some. states; -in others, they are .
ios integrated within a university. .Different state practices for debt financing
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to the comparabili
particular state, i
the state at the appropriate 1n$t1tut10ns

and ret1rement sys%im payments, and in enro]?ment count1nq also contr1bute

Pproblems,

is recommended that users contact data exoerts within

o

In 'this regald, in using data from'a

k4

v

5 ’. > P . .

s Data Sources e " “ . ’ :

& ol

: ' The McCoy- Halstead ana1ys1s uses data for FY76, ava11ab1e,from the
National Center *for Education Statistics (NCES) and thé Census Bureau.

. “While the study provides information summarized by six maior arouns of .

S - _-institutiogs @nd focuses primarily on the public sector, NCHEMS offers a

data analysis service.that can prov1de fnstitution-by-institution information.

Y

For information about .this-service, contact Marilyn McCoy of NCHEMS at

303-497-0319.

This”’

study will be updated biennially by the authors.

\_

_ The'FY76 edition of this report will be d1§tr1buted in January
by NIE to presidents of all public higher education institutions.
"The next report is

.scheduled for release in April 1980 and will provide data for FY77 and

FY78. Copies of the report can be obtained from the Suoer1ntendent of

) ] cuments, Government Pr1ntrnc Office.. N
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N Table 2 S
C . - FTE Enrollment Per 1000
.- State- + Pop. at Pub]ic» Institutions Index
17 Arizona 50,0 ,. 168
2: Califernia . 47.1 . 158
3 Colorado 7. 82.6 143
4 Washington - -481.8 .140. -
5 Oregon o : 41.4 139
6 , Hawaii ¥ @39.9 - 134
7, %?th Dakot’a . . 39.1 131
'<8 - Utah : N 39.0 . 131
9. Wyoming - 36.4° 122 °
10 Kansas. - 36.4 . 122' z
11 . Delaware N 36:0 121
12 ° Nevada * s - 35.% 120° g
13 -Oklahoma 35:2 4 118
14  Wisconsin «* 351 118
15. Michigan 33.6 4 113
16° New Mexicaq - 33.1 111
17 -. Texas " 32.7 110
18 Montana . 32.2 108 Y.
19 Mississippi 31.8. _ 07
" 20" Alabama . 3188~ T o7 -
~Nebrasgka - 3077 103 -
22~ Virginia e 30.3°' ., 102
23 South.Carotina « -29.5 99
24. North*Cardlina 29.4 'y 99 -
25, Maryland o, 29.4 99 *
- 26 Idaho . s 29.2 - 98
- 27 Vermont . 29.2 - 98
-28 Louisiana ‘ - 28.6 - 96
- 29 Minnesota =« e ’ 28.5 96
.30 . West Virginia o 27.8 o 93™**
. 31 - South Dakota’ ' - 27.5 92 f ‘*
32+ I1linois . "27.4 92 %
- 33" Missouri - 25.4 85
. .34 ~,Iowa o . 25.3 85 ;
35 " Tennessee 25.1 84
36 New York | : & 24.8 .83
37 - Florida : < 24.7 83
38 - Rhdde Island - 24.6 - 83 - "
.39  Kentucky ' * 24.4 82
- 40 Ohio . 23.8 . 80
41 - " New Hampshire =+ « 23.5 ¢ 79.
~42 Indiana . - . 23.3 78 )
43 Gebrgia - 22.7 76
44 Maine , 22.3 75
45 Massachusetts 21.9 o 74~ v
46  NewJersey . 21.6 /‘ 13 '
47 ° Cornecticut ,. - | 21.6 g B K
48 Arkansas 21.2 : 71 \ o
- 49 Pehnsylvania . - 0 18.6 ° 6 N
B0 Alaska © 7 . ¢ 186 7 ¢ Y
- 5 D.C. 5 . ' \ 13.7 , ' 46
Tt UL, . NP 29.8 100 ;
3 74 ' ¥
e s o . ) . : 5 t oo
: . -7 . —e
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" Table 3, *°
S . Tax Revenues _
. State . - _Per Capita Index
1 New York - T $994 155
- .2 California » - 851 . 132
- = 3 Hawaii- “— : : . 838 130
v 4" Massachusetts : ‘ 792 123
.5 Alaska . e " 770 120
6 Minnesota . . 721 . 113
-7 Wisconsin ’ 717 . 112
8 Illinois o R w712 v 111
9 New. dersey - « - = Coe 708. 110
: 10 D.C. - ) . . -B95 | 108
¥« 11 Connecticut. - - 690 107°
12 Wyoming* ~ . =~ . , 687 107
13 . Michigan ; RN _ 681 106
? 14 Maryland:. , c S ’ 680 . 106
, 15 Nevada ) ~ 678 105 *
* 16 Delaware . 673 105
17 Vermont ' ' 656 102
18 “Arizona” . . 651. 101
. 19 Washington - / ¥ . "~ 646 101.
. 20 Rhode Island L : 635 99 -
' » 21 Towa | . / - . 631, 98
: 22 Oregon - S 623 - 97
23. Colorado . T - 617 96
24: Montana o o . 604 94
25 North Dakota . 596 - 93
i 26 Kansas - - ' * 588 91
= 27 -Pennsylvania . » 582. 91
SRS 28 Indiana — e . . 578 90
S '29 Nebraska o T 567" 88
o 30 Maine - e 562 87
o 31 Louisiana . " : 585 - 85
3 - " 32 New Mexico ‘ ¥ . 528 82
e 33 Virginia - « 526 82
34 . Ohio . | , 525 - 82
e 35 South Dakota : : 523 81
36 _ 1daho P 517" 80
o 37 Missouri’ e AR P 80
» . - 38 New Hampshire . : - . 501 78
_© 39, Utah , , 500 78
. 40 Florida 496 77
-7 41 Georgia ca = 493 . 77
e B2 Texas : A . 492 77
-~ : 43 West Virginia’ . T o , 490. : 76
44 North Carolina A *.473 \ 74
S o0 45 0Klahoma e o 466" 72
poa 46 Kentucky ) N , - 465 . N2
. 47 Mississippi- - . . 434 - 68
" 48 South Carolina . 429 % 67
~49 Tennessee o L 74 R oV A
oo .- 50- Arkansas N . 397 62
S “51 Alabama- . J . 395 61
100
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State and Local Appropriations per Capita
’ to Pub11c Higher Ed. Inst1tut1ons Index

. -1 Alaska =, $130, 2 . 214" :
“y - 2 MWyoming - - 102 7 ’ 168 . °° .
© 3 California, . 101.5 ) . 167 - .
. 4 :Hawaii - O 93.7 . 154 .
5 Arizona « . ° - . 88.6 . . . 145
* "6 Wisconsin T ’ 862 . . 142
. 7° Washington+ ce e, 183.4 . o137 <
" 8 . Oregon ) . -80.1 - . 131" =
9 Idaho .o o . 74.8 ’ 123 .
10 *North Dakota ' . 74.3 - -122 . ) i
11 Utah = - . . 73.4 - 12n- -
- 12 Kansas - L7277 J19 - s
’ 13 Nebraska = : . 71,0 17 .-« > 7
y 14 New York " . < 69.7 o114
15  lowa - - 68.5 - 112
16 Delaware ~~ 67.5 R 111 L
. 17~ Colorado . N ~ 67.0 : ' 110 L
3 . 18 Texas |, . ) A . 65.5 A, 107 -~ '
. 19 - South -Carolina BT S 64.0 - ) 105 <
B 20 Michigan " ' 63.3 104, -
£ 21 Nevada = - 62.0 - 102 - #
£, 22 Alabama . ' - 61.2 . , ‘ 100 - - ’
“-. - . .23 - North Carolina - - 60.7 . - . 100 - : : .
Co T . 24  New Mexico 59,6 ‘ ] '
el L. 25 Mississippi = 59.3 . ] 97 . 7
e 26 Minnesota =~ . 59.1 97 T
=0 - 27 Mlinois - fs83 - - % ) .
X8 28 _ Maryland - 56.5 4 .93 °° ( .
.. 29 Kentucky  ~» 55.7 ) ) .
*.30. Montana . 54.9 ] ‘90 CoL
31 Rhode Island - S « 51.9° . T 85 o :
32 B.C. . 7 501+ - 82
33 Indiana ’ : 50.0" - o 82 o ¢ .
34 Virginia . 49.6 . ‘ 81 . e
35 Florida * j ’ ) 49.6 " L 81 "
36 Loutsigna . - . © 7 48.2, ~ , 79
317 South“Dakota ’ 47.9 = ) 79 - ¥
38 Missouri . 47.1. ' T L
39 Oklahoma - N 46.8 ’ T .
" 40 West Virginia o 46.1
41 Arkansas - .o ‘ 45.5 : - 75 )
42 -Georgia - : ‘ 45.3 ’ -74
43 TennesSee . 42.4 7 S
44 - New ‘Jersey ' . 40.7 X 67
45_ Connecticut . - 40.3 e 66 - ,
46 Maine 39.8 R 65 co D
47 Ohio - ‘ 39.7 65 ' B
48 "Pennsylvania . 37.2 . 61
49 Vermont , 35.9 : ' 59 . '
50---Ma: achusettsmsk- — = —355— e He e o
51 - New JHampshire L 31.0 ) 51. .
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Tab]e 5 .
. Appropriations oer , .
A State Public Student Index -
PR 21 $7,008 342.
3 : b - . 3,655 179
F 3 Wyoming 2,821 gg .
-4 New York . g,%z 138 "
5 T 2,561 125
g o - . TN s 5 i 120
= o ¥ 7 Wisconsin /=2 2,456 o
L ’ 8 Hawaii e 2,349 ° | 1. :
R ‘9 Nebraska - 2,318 ﬂz
o ¥ 10 Kentucky o~ 2,286 112 .
S 11 South Carolina - 2,169 106 .
: 12 California 2,155 ~. %OSA ,‘
o 13 Arkansas . 2,144 o
_ 14 Indiana, 2,144 .10.4 \
15 I11inois 2,129 . 103 =
6 Rhode Island 2,111 1 :
‘\IRZ Minnesota 2,076 10 g
18 North Carelina 2,063 lgé
19 Florida / . . 2,010 28
20 Texas , . 2,004, . 2
LT 21 Kansas . - 2,000 . o8
i 7 22 Georgia, - 1,997 e
O 23 Washingten - ce, 15996 2
P 24 "Pennsylvania ’\ 996 28 ‘
i 25- Oregon’ . o ” 1 33 s
; 26 - Alabama ~ . - 1,926 o ‘ )
27 Maryland . 1,925 »,- o '
" 28 North Dakota . D 90(:} o3
29 “New Jersey _ . L, - 1,88 o
" 30 Utah - » 1,883 L
, 31 Michigan - 1,883 . 92‘_. o
32 Delaware 1,873 . o] i .
33 Mississippi 1,867 ﬁé ! B
34 Connecticut . 1,866 o ‘ {
35 Missounri 1,853 : 2 o
" 36 New Mexico 1,802 e 8.7 i
- 37 Maine , - 1,781 , o )
38 Arizona, — Lo L 1,772 : éS’ ;
39 South Dakota . 1,742 - B ) .
40 . Nevada ‘o 1,742 83 S
- 41 Montana .>1,703 . - 83’ ) ) «
42 Tennessee ) . 1,690 o R-2. . ;
~43 'Lou1swana N 1685 - . 3
44 Ohio % L T\ : 1,665 . o1 1
45 - West Virginia - - © % ggg o -
© 86 Virginia - , . o
. 47 “Massachusetts, ’ N - 1,619 ) ;573 :
48 Colorado - : ) 1, 57’3” B g
49-—~0kTahoma——* S 7{%**‘1 332 - 6;1 2
50 ‘New Hampshire R C -1,318 ) ”60 B
51 Vermont , . ’\ h 1,229 R | -
, U S. .. : 7? "2,047 . ‘ 100 y s
CLw Th1s changed frg@ prior table. - . o o
‘. &6(“ ‘ AN / Loy { \‘
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Table 6 -

Revenues ver Student

s - ~ : :
o0 _ State , : at Public Institutions Index )
. ¥ , -
“© 1 Alaska .o -$12,631 . = 367
- 2. lowa : . 4,864 .- 141
’ *3 Vermont' . 4,803 . 140
) 4 D.C. - 4,725 137 i
5. Wyonrir - 4,699 . L - 137
. "6 Delaware- . *7 =+ . 4,414~ 128 .
: 7 7+Utah \ e - 4,272 ™ . 124 -
. , 8 Minnesota YL 4,247 123 o °
;g;: 9" Indiana ». *+ ® o 4,112 . - 119
. ‘10 Kentucky: . . 4,106 . . 119 )
4 * 11 Wisconsin - o L 4,07.7 . . 118 .
12" New York . cy 4,027 P17
. " - _ .13 . Pennsylvania = 4,013 . 117
z 14 Nebraska - - . 3,981 116 L
715 Hawaij ' : 3,967 115 :
16 Idaho. ~ 3,89% . 113 .
L 17 Rhode Island ’ 3,84 T2 J
i 18 Maine N 3,754 . . 109
19 New Mexico 3,689 ~ 107 )
20 Arkansas @ . 3,664 . 106 D
. 21 North Dakota i , 3,656 “- 106 s
£ 22 New Hampshire ° T 3,631 ~ 106 - :
: ' 23 Michigan .. 3,619 105
24 South Dakota . - ) 3,580 104
I 25 Maryland N z 3,579 104
26 Colorado -\ ~ o 3,572 104 L
27 Oregon K : R 3,538 - 103 . R
© -28 Alabama ) 3,516 + 102 ~
... 29 MWashimgton - - oo ~.3,468 .10l :
' '30_North Carolina Y : 3,456 ' 100
31. Georgia , ' . 3,449 ) 100
32 Kansas - . - ] o 3,425 . ‘ 100
33-0Ohio Coowe o +43,404 : 99
+34 Mississippi - T 3,385 “. 98 . T
.35 Texas : 3,362 98 R R
~ 36 South.Carolina ) 3,332 . 97 - "
. 37 IMTinois St , »o03,235 0 0 - 94
38 .Florida o L 3,224 L
39  Tennessee R s 3,157 . 92 .
Mpntana -~ . ) . - 3,127 91 , '
._New- Jersey- - ) . © 3,120 : ' 3(1)
“Missouri .° , . ot 3,082 ’ . ‘
Californja . « . 3w A
'4’4",V‘|’hgi!ﬁa o ‘ . B 3,021 o 88 &k
" .45 .Nevada' . : - 2,909 e 85
46- Arizona <" . 2, 883 o 84 )
.47 °Connecticut™ N R 2,865 ° . 83=
48 tbouisiapa - T ) .+2,597. 75- - o o
—-T89% {est: V1rg1maﬂ~~"“~~ ; D '2,-524:_~-~ o = 73 - e e
‘50 - 0kTahoma -.qu ¢ O ’ 2,366 69 ]
,51 Massachusetts - ST 2,354 . . 68 .
U é S : . 3,443 - 100 :
T This changefd from prior tab1e= 78 = < Lt
*‘i Py ; P . - EREA » N . 67 ) ’ ‘ . ﬂ 3 et




. e ONTHE‘HORIZON BRINGING EDUCATIQNAL. ‘ .

QLIALIT‘Y INTO -FINANCTAL® ANALYSTS . o, —_—
Hayder-W. Smith - T w
. Senior Vice Pres:.dent oL S
- ' Counc:.l for Financial A:Ld to Education B
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The subject of- tfu.s brief presentatlon has the " appearance of an
irrelevancy with respect to- the gefleral purpose and, themeé of this con-
ference. Yet it bears directly on the broad questlon of the health of
higher education, both for higher education as a whole and for individual
institutions; not, financial health per se but another ma that is
related to flnanelal tealth in several important ways. :

~

We are J.nterested :Ln the financial health of the institutions of
higher education, nqt merely because we are interested . in the efficiency
with which the managers or administrators of colleges and universities
utilize the resources with which they have been provided, but also because
we gre interested in the ablllty of colleges and universities to continue
to carry out thelr h:Lgh purposes and to serve well the needs of“society.

Clearly it is desirable - indeed imperative - e S be pai
that"the payroll be met, that the capital invéstment be kept 'intact, that same
sort of financial e@.ullbrlum be maintained, and that full acoountablllty
be recognized. These are important objectives, and valid tools of fmanc:.al
analysis are necessary if academic adrmms:trators are to achieve and maJ.ntaJ.n
the requisite degree of fJ.nanCJ.al health in all :t.ts dmens:.ons.

“But .financial health although a necessary' condition for the viability

- of the enterprise, is hardly a sufficient condition for the viability of
higher education at a level of performance that is consonant with the demands
and expectations of society. The role of our colleges and universities as
disseminators, preservers, and extenders of knowledge must not be J.mpaJ.red
The capacity of the system t& offer a wide variety of educational experiences,

. a rich assortment of educatlonal goals, and an extens:.ve array ofsedycational:
programs must not be weakened. 'The ability to prov1de access to as broad as
possible’ a spectrum of students in terms of educational background, sdcial

/ and econamic status, and learnJ.ng ability must not be abridged. And above
"all, that characteristic.of educatlon generally referred to as quallty must
not be allowed.to diminish.

A ' H
e

"Ohe of, the Obva.ous d,ef:.c:.enc:.es of any medsure of financial health for
a college or- umvers:.ty is that they tell you nothing about the institutional
situation in terms of its-capacity to carry out its own mission, to serve its
constituencies at the desired levels“of quality, or to carry out the range of
‘prograns that ig des:.red. It issalways possible, for example, to balance an

\ -
.
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: operating budget by reduging expenditures to a level of equality with the,
o available resources. .In order to do sd, those expenditures may have to be
cut. in areas that are vital to thé purposes for which the -institution ‘exists.
anh example of this would be the balancing of the budget by reducing faculty
salary scales. Such an example would yield measures of financial health
such as a balanced budget, a healthy ratic of total income or total expendi-
tures to askets or to reserves or to endowment or ‘to any one of several other
financial indexes, ‘and yet all of these indications~ef finandial health would
say fiothing about the capacity of the institufion to do the. job that it should
e be doing or the manner 1nmw1'u.cl’{s it is able to achieve these healthys ratios.

I am reminded of Fred Hechinger's observation,that we always opgrate at
a deficit in educational terms. There is never enough mondy to do all the
L things that the-educator feels should be done to be fully responsive to the ™~
. demands of the institution's constituencies. This implies that any balanced
budget is of little significance independent of the level of activity at which . .
- the budget is balanced. One may envision a balanced budget at a high level of - "

income and expenditure per student or at a low level of income and diture
per .student. Yet obviously the impact of the level of income and émpenditure
has a material bearing on the quality of thé final product.

So much by way of introduction. My remarks -are intended not to be critical
of the on-goirlg efforts to improve the tools of financial analysis in higher .
education and to6 develop valid_indicators of financial health, nor do T mean °--.
to denigrate any of the gpecific efforts being undertaken in these areas. Rather,’
I wish merely to offer a perspective on the way .in which these efforts relate @ - .
‘to some of the current and prospective problems of higher education, and to
give you a preview of a related project that is designed to-be responsive to a
number of concerns about other aspects of the health of higher education; con-
cerns that are emerging and growing not only within the educational community,
itself bt also outside, among other sectors of society. LT

»
s

. *This subject begins with the widely-held belief that higher education®is
now somewhere on the threshold of a period of contraction that will involve
= " -sharp contrasts with the‘“quarter century. of egpansion between the late '40s
"d4nd the early '70s. ‘This is, as you know, primarily a matter, of demographics; . ..
the number of college-age youth (18 ‘to 21 years old) will decrease by roughly -
208 between the mid-70s and the mid-90s, and this decline, is virtually certain .

. to lead to a’'similar decrease irr the enrollment of traditional full-time stu-
dents.  This implies that; in the absence of offsetting factors - and it is.
recognized that there may be offsets - tuition ‘income, which is an important
source of current-funds operating revenue, will ‘tend to decrease. At the ‘same

L time there will undoubtedly be continued upward pressure on current funds oper—
ating expenditures because of rising energy costs, general inflation, and other

- econcmic factors. The foreseeable result is obviously a long-run tendency
toward unbalanced budgets. '

-

A

. Decreased enrollment also implies a decrease in the need for faculty, sup-
port staff, and physical facilities. In economic parlance, what we are talk- °

LS R ~

N




-

a . . -
] . v .
- - . ‘
¢ N ) »
.

‘ing about is didinvestment, in higher educatio Eh Now' there aré“'f*" egcant:leg, -
e

if any, of an :Lndustry that has gone through process Of da.smvestment i
w1thout a marked reduttion in the quality of the product. If you want to
«think about*this 1n concrete sterms, I need only cite the example of our ‘rail-
roads.. . .
r & _ : 3

- A The tm p%oblems of maintaining f1nanc1al health and disi ting lead

J.nev1tably to the concern over maintainirg quality and diversity in higher -
éducatlon d,urlng the, period of’ contraqt:.on Since the meservatlon of qual~ L
1ty and diversity is a widely-shared objective, and since the attainment of

+ ethis obJecth.ve will compete with other objectives of both public and private

N

\

|

\

i

|
policy, it follows that we need to know something about the costs that will be |
involved. That, in a nutshell, is the subject of a new preject that &FAE ish |
cons:.dermg { . RIS ‘
|

a » a N -

s

et mg emphasue that, we are not mterested in measuring quality and di-
versity, . nox, even to define theésé tBrms.in any rigorous way. What we are
interested in is the’ development of some measures of the cost of maintaining = -
quallty qnd diversity in h,lgher education durlng this prospective perlod of R
contraction. Our interest is in making thjs information available to all the
sources of educational support - public r private - and tossuggest to them -
éertain areas jn which there are opportunltles for incremental funding that . .

" will be. exoeptlonally product;we in térms of quality and dlver51ty
. 'L‘he methqdology that we are con31der1ng may ‘be of some J.nterest ~He
have identified a number of things.that we now refer to as indéces of quality,

L. (19 e

* all’ of which have the attrlbute of being medsurable i monetary teims. That

-

L4

]
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- . .»

rs, the characterisgic,of. each of these indices is that quality and/or diversity
irectly related‘in some wdy to the: level *of opératlng expend:.tures allocated.
One s:.mple and obvibus example may be approprlate

In terms of both teacha.ng ‘and - research, educatlonal guality is a functJ.on
of the money spent on libraries both for acqulsn.tlonS' and maintenance. The
cumlative impact of reduced library experditires is clearly a reduction in"
,educational quallty, ‘this applies to each individual institution’ ‘and to the L
educational system as' a‘whole. We thus view library capablllty as an index, = - .
of quality, and we believe that it is possible ‘to measure the levels of library o
expendjtures that would be necessary to prevent any deterioration in educatlonal
quality from this source - . . . ) 4

I I

. There are other lndloes of quallty that lnclude such thlngs as faculty,
programs, fac:.llties, standards of ‘admission, We believe our list includes . i
most of the things of¢ material importance to the subject. Much of what we : e
have enumerated cons:.sts of surrdgates for othef thlngs~that are more dlrectly e
related to quallty and diversity; the reason for this is that “thie surrogate °
is measurable in doll[ars while the primdry inde is not " . \

One of the procedures we are cons:.derlng is to cormuss:.on a serles\f‘\

“p T ! . 0 - o ‘ °
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seven or eight studies in each of:which a group of related ‘indices will be ~ ~  °

= - éviluated on’a national basis with a view to estimating the tost of quality .
bréservation dver the period from the mid-70s to the mid 90%. 'Sueh.studies’
s might be published as-mongraphs and distributed widely to the principal ~ -
sourees of“educational -finanqgi W : g
v ' &0 In additiop, we aré thinking of organizing a task force that would
"7 Anvplve a small number of representative institutions of-higher education
T fof the purpose of making estimates of the costs of maifhtaining quality in
- -, terms Of the entire list of indices at the’ institutional level. This Jwould,
we believe provide a cross-check on the'reliability of the national estimates
. +.and a view of the problem in terms that are more easily visualized than the. !
"system-wide numbérs. The final part of such,a project would be a summary or
. synthesis of all the individual studies and the task,force report in terms .
of public-and private policy considerations. j The aim would bé, to suggest what -~ .
resourtes must ‘be camtitted to higher education in the years ahead if ther® = .
. 18™o be no deterioration of the quality and diversity of the.enterprise and
. its qutputs. 'The actual, levels of future funding will 4inevitably reflect both : .
e, thg vailability" of public and private resources and all the cofpeting defmands
- . = for ir use for other purposes. The cost estimates would clearly be vital to
. - the nation if intelligent.and rational choices are ta be made. = - °

4

.~

]

. e A research pro:]ect conforming broadly to this ea&’line is of very great
interest to CFAE, and we are actively looking at v"a:::onis alternative-ways by

5

%

which such a projéct can ke carried out.
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B . Carol Frances
- Chief Economist and Director, Economics and Finance Unit _
Americari Council on E'ducatlon ) : "

. . y 3

"_To conclude our meeting, may I glve my peroeptlons of what we have
. accompllshed at this conferen de—-which opened with Marjorle ‘Chandler's
eloquent description of the fabric that we need to weave. The meeting -
. proceeded, over the next day and a half, with descriptions of cdrrent uses
of financial indicators which were often characterized-roughly as M'by the
° seat of odr pants." I think that we dJ.d however, weave enough fabric to
‘ cover the seat of our pants. .

l., K ; -

I also want to tell you about our plans for 1980 to undertake a major

* study of the financial condition Of higher edication. . Thé place of this
“study -in the stream of our recent hlStO ' gives it, we beliéve, an enormous
-potential significancd.. ° b ‘

Jn 1972, at the time the hlgher education amendments were debated ’
*educgators sought to.focus attention on the financial conditions of the 1nst.1—
tutions and.claims were made that the sector faged wholesale bankruptcles. :

. I think that theé higher education community would have to admit, however,
that we oo:rpletely lost our credibility with respect tO our assertions

. about the’financial.distress of the mstltutlons. . We tock current fund
deficits, extrapolated them into the J.ndeflmte future, and predicted the’
demise of major segments of higher educat.lo§1 “That did not happen. And
then nobody believed any "subsequent claims. .We had to admit that ent
fund deficits were an J.na‘dequate basi’s for characterlzlng the financial i
conditions of higher education institutions” We had to. acknowledge that
-current fund deficits were arbitrary because they report the status of
only -one of the many: mstltutlonal funds—-such other funds typically being *
included-as plant, endowment, life income and annuity, and that we! needed -
a form of financial reporting wijich encompassed the entire enterprlse. It )

"~ was in that context that we decided with. NACUBO in 1975 to organlze the ‘
“"Financial Measures Project. ‘I‘he Fmanc:.al Measures Pro;;e&t bu.th extensively
on the-new weork in the accountlng professnbn on’ nonp;;oflt inseitutions. *, -

. - At i:he putset .al major goal of the F:.nanc1al Measures Project was. 0o
.. *  re-establish the credibility of higher education by “prov:.dlng more solid - pr

' financial finformation. The purpose of initiating the project was to develop
, aﬁ .analytic ﬁprzblllty on which to Base conclusions that we could defend ot
, lic fot conicerning ‘the finaocing of higher education. We' wanted to
be able Yo make statemépts about the overall financial odndition of higher

-

L educat;,on that muld stand up under cross examlnat.lon. . ”u ¥ .
‘_‘ . -
— The pro;;éct was orlgmally 1ntended o serve the purpose of :unprodmg
i ; . TN . “_ . . ~ -
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. And, he has been very ac

" in the field of financial indicator development, much of if by the peopl

A J - —_——

out public pc;licytdevelopnent for higher education as a whole..- But the
published statistics based on national aggregates of data on revenues and

' expenditures\could not be used as a, basis for drawing conclusions abbut the

‘caparative financial state of individual institutions: Yet we began to
realize that, the "health” of‘ the 'sector; had meaning only in terms of health
Of the indiyidual institutions which cofprised it. - v
We came to understahd .more corré‘le’tegly what'.was meant by the requirement .~
that the individual institltion was the basic unit’ ofs analysis. We had to

- develop a better conceptudl framework-for identifying and interpreting

The ultimate objective was.to.be"able to predict financial outcomes.
Before we could do that, we had to distinguish between synmptoms of and* .'»
causds of fi?ancial distress. - - . ,

financial indicatoxgbased on a better understanding of causes and effects.

Over the years since 1975 thefe has been an ehormous amount of activity
who reported on the advances in their work at the annual ‘conferences of the
'Financial Measures Project held in.Annapolis.. Controyersy continues to b
swirl, however, over whether we can.or cannot define and measure the overall
financial 'health of an institution or must content ourselves with indicators.
of particular narrowly .defined financial problems. Debate on this issue is
1ikely to persist because a sharp divergénce of opinion exists even within -
Ahe project. Consequently, the means of validation of the financial -indicators
will be a foremost concern in the fhext phase of financial indicators develop-
ment. In my judgment,. validation should be a two part program. The first
part should be based on statistics anw The second part should be the
test of the indicators in actual wse. > o ]

4

hey make decisidns ‘
have to go beyond 7.

Do managers in education find them useful and do
based on them? * I believe the managers will ultimatdly
indicators of “specific problems &5 a- suiary h of the overall health
or condition-of the institutidmé., - ~ - '

L - :
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And,-as we Jearn more about the financial analysis of individual insti- -

-

~ tutions ; I thinkWwe are now ready again to try to make general evaluations of

the financial helth of higher education ipstitutions, starting sector by ,
sector ar‘iq ending up with an overall assessment at_the national Tevelf, -

In the‘ next stage of developmeft of college and uniyersity financialk
analysis, we plan to”‘y_e:gand the study by adding .another. compleke dimension’
~~to’assess the impact of financial distréss,on the educaticnal opportunitied .
of different types of students. This is a very signifi¢ant evolution of the
definition Of the task td be done. The expansion of. the concgpPion of the’ "

-task owes a great deal td the perception of Sal Corrdallo of .the Office of
“Planningrand Evaluation, who has for many’yeéars been helping-us.t@, see the . .

inter-connections between student accegs. and institutional capabiltties.
e in trying to stimulate response to these .,

d sge the relationships between tHe institutins' |
s . , . IR
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. of a new stage in the relationships between higher

. si:arts', then, with delineating e@ucation markets. And that is the.next

‘ . .
capacities to deliver eéucation_al services and the access of  students to : -
those services. This definition of the task also signals the possibility
education and- the federal

government..
_The -year 1980 is a significant year to undertake such a study because s

it may be a financial turning point. The institutions have been gathering .

financial strength in late 1970'g ile at the same time expanding access . -

to students. In the early 1980's, however, the institutions will face the

combined advergities of recession, inflatior, and the first years of actual

downturn in college-age population after the peak level was reached in 1979.

The students) will face soaring education costs, and the erosion of the

_purchasing’ of their student aid\dollars, and they may find it harder

during an’economic,_slowdown to find.work to garn their way through college. .

Educational opportunity from the. perspective of the students is a set
of choices. This set of choices constitutes an educational market. I
think an assessment of the impact of financial distress on the educational
oppgrtunity. of students has to be analysed in terms of what happens to
the choices, Constructionsef the analytic framework for thHis assessment

task we plan to undertake. . s

A -
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Morning * - s Purpose ‘of the Conference , Carpl Frances )

‘ .. . . Marjorie Chandler

) N T | . . K. Scott Hughes

\ The Federal Interest in Deéelo;ment - Victor Wenk 3 .
‘ . of Financial Indicators for Pollcy : : | '
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° . o Progress at the Reglonal Level: ., William Haywood

-, . Advances in the Use of Financial . Y 4
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_ Using Financial 1 Health Indicators .
in State Policy Development and
. < Implementatlon . . T N

- / - New York :
- ‘State Level Uses of Fmanc:.al Health. Paul Wing - ’
' Co Indicators——Problems in Assessing !
. oo the Health of Publlc Institutions
. ¢ { , s . R , - ’ .
- oo The History Prospects for Frank A. Schmidtléin
- L 'Fipnancial lth-Indicators in ' - Lucie Lapovsky
vx 7\-;-\\ : Maryland ! ®- . \ < e

. . Tennessee C ; {
: " The Use Use of Pei:formance/Quallty Data E. Grady Brogue
. ’ : ' to Allocate State Funds .

_Afternoon Arkansas . ' ' . - e
) " Implications for Sta Polncy 'l‘oward * T. Michael Elliott
o , Public Instltutlo . ] :

oo ,Florida | . ' . .ot .
- D .. J— Leg:.slatlve Uses of Financial Data William D.' Law, Jr.
\ , ’ for State ‘Policy-Making .o ) T
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Open Discussion: Is the State of h
Art of Financial Assessment Adequate
. to Support Federal and State Pollcy‘
Action? ‘L

Infependent Colleges- ‘ﬁ Case Study
APProach el

Crlt,l&l Assessxrent of What is Needed
Now: Pe.rcepﬁ.ons of the Busmess
Officer .

F&iday, Septimber 28

Risks in Financial I;mdicator’
Development |

-Progress Reports from Curent
Research Projects = .
" The NCHEMS Indicators Project,
~ NCHEMS Financial Health
+ Indicators
A Y
50-State Study of Support for
ngher Education

X

3

'Ihe Flnancmg of College Athlebics «‘

Ry

On the Horizon: Bringing Educational:

Qual:.ty J.ntom Fmanc:.al Analysis 3 g
hu

E“manc1al Statement PrOJect .

-

N Plans for 1980

. K. Scott Hughes
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-Robert: H. Atwell, viée Presfdént, Ameri‘éan Council on Edutation .

" Bob Abuell is Vice President of the American Co&'xc:Ll on Education., °
) Prior to Jo:.m.ng the Councn.l in September 1978, he was President of N
' Pitzer College in the Claremont College Group -for eight years and befare
/ that, Vice President-Chancellor .for Administration at the University
of Wisconsin. evious work incIuded budget and program analysis for

-

the U.S. Bureaul of the Budget, OMB's predecesbor, His publications include

| "The Adj ts of the National Universities=46 Budgetary Distress
. (1873)" is recent ‘work at ACE sponsored by the Carnegle Foundat.lon
' on the financing of intercollegiate athletlcs / ~ s

2.0 .. BYb Atwell received his B.A. from the College of Wooster and his,
-l M.A; from the University of Minnesbta. A3 2

~

. E.’ Grady ‘Bodue, Directcgr, Perfonnance Funding PrOJect, Tennessee ngher )
qucatlonCatmsslon U S T "f
' Dr. Bogue is- currently Associate Director for Academic, Affairs
- - .with the Tennessee Higher qucatlon Coammission. Prior to accepting
N this appointment in 1975, Dr. Bogue was- an American.Council on
: Education (ACE) Fellow'in Academc Adm:Lnlstratlon Preceedlng his
F . one-year. internship with’ACE, he was.on’the administrative staff at, -~ - -
L ‘¢ ~Menphis State Umvers:.ty for ten years, where he also hdlds three
. degrees “-; a B.S. 'in Mathematics‘and Science, and M. a. in Curnculeum
’ ! and Instructmn and a Ph. D 1n Educat.lonal Acﬁmﬁlstratlon. .

&
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»

Marjorle Chandler, Act.l.ng Dlregtor, D1v1s:.on of Postsecondary Education i/

. o Statlstlcs, National Center for Educat.lon StatJ.stJ.cs . -
L]
Dr. Chandler is the Acting Dlrector of the Division of . Postsecondary
ks d Vocational Education Statistics of the National Center for Education
T °Statistics. During 1978 and 1979 she was the Acting Director for.

N

- Multl—level Equcation Statistics of the Center

a*

- ‘ & . She reoengved }{érﬁ A. frcm I.awrence College ‘and her Master's and
‘o ‘" Ph.D. from the Uhlve.rsz.ty of Minnesota in Psychology ..
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Douglas Colher, Senior Staff Associate, Nat.lonal Center for Higher Educat.lon
Aanagarent Systems .

.

Douglas Collier ‘is a Senior Staff Associate with the National Center
" for Higher Education Management Systems. He has been project director
* for-a number of NCHEMS projects which have.contributed to the development
of financial measures of post tsecondary education institutions including:
The Higher Education Finance Manual Project under contract with the National
Center -for Education Statistics; the Joint Acoomtlng Group, a copper-
ative project with NCHEMS, the National Association of College and

A Y4

- University Bus:Lness Officers, and the American Institute of Certified

Public Accountants; ‘the NCHEMS Program Classification Structure Project;
and the Postsecondary -Education Indicators Project. .He has contributed
at previous Financial Medsures Working Conferences including a 1978

presentation Wit Cathleen Patrick on "A Multivariate Appreach to the
. Analysis of I»nst.ltutlonag. Financial Condition" and "Checking the

Validity of Sunmary Statﬁ.stlcs from HEGIS F1nanc1al Data "y .
. l

. He has mrkea as~an admissions officer, Director, Financial Aid,
and Assmtént

Institute. H
Finance and is currently campleting his D.B.A. at the Um‘versu;y of

" Colorado majoring in BuS‘mess/Health Planning.'

‘e

. Nathan chlmleyer, Financial Planm.ng Analyst, Economics and. Finance ’Un1t

Anerman Council on Educat.lon

'a Financial Pl
American Council o
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Nathan chkmeyer is Director of the Fin
g Analyst with,the Economic
Education.
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and Finance Uniti o
ughes he has just p

anglal Measures PrOJect and

o5y

e Vice President of Planning at Rensselaer Polytechnic
a"B.S. and M.S. from Remnselaer ‘in Management Science/

the
1ished

"Self—Assessment o

Financial Condition: A Preliminary Edition of &

>

workbook for Small Independent Institutions" and "Comparative Financial

Statistics for Community and JI?I‘D.OI‘ Colleges, 1977-78."

£ He 1s/cx,u;rent‘ly,a consultant with the American Institutes for

e

JResearch wor
institutional

on-a project using HBEGIS data to ‘track trends in
cial health and has worked with Bryn Mawr College . .

to devélop a systen of m rporating financial data into policy
- decisions. He has also j completed a study for the National Science
Fomdatlon&pn factors underlying recent changes in university employment

*.of SClentlStS and e.ngmgérs . g

Nathan holds a Ph.D in Educational’ Administration from Stanford'
lUfu.vers:.ty where he developed Stanford's financial planning model, TRADES,
while working in the Academic Planm.ng Office. He also holds an M.B.A.

° - from Harvard University and a B.S. in Metallurgy from Michigan State

University. . He has been Businegs Manager and Director of Planning at -
JohnSOn,Stat'e College, Johnson,?\slerrmnt. v ,
. i
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.. | .89 ;
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T. MJ.chael Elliott, Director, Arkansas Department of ‘Higher Education

Dr. T. Michael EHiott is the®irector of the Arkansas Depart-
ment of Higher Education, chief executive officer of the statewide
coordinating agency for Arkansas higher education. Previously,

Dr. Elliott was the Deputy Commissioner of the Mlssourl Departnent
of Higher’ Educatlon. '

‘ He is the author of a generaliéed, ocxrputer—based .mouelmg
system for use in higher education planning which has been used ef—
fectlvely at the statew1de level and at~ numerous colleges :and univer-
‘sities. (

JDr. Elliott received his A.B. in Zoology, his M.S. in Higher .
Education student Personnel and his Ed.D in Higher Educatlon Admin-
istration, from Indlana Um.ver51ty

’

D. Francis Finn, Executive Vice President ,\Natlonal Association of College
and University /Bus:.ness Officers .

-

o = '

D. Francis Finn is the Executive Vice J?re51dent of the Natlonal
Assoc1at1\n of €ollege and University Business Officed. During his
fenure. aslhief executive officer, the Association has grown from a
budgét of $100,000, a staff of 3; and 960 menber-institutiohs to a
budget of $2.2 million, a staff of more than 45, and a membership
=~ roster of just over 1,890 institutions. Under his leadership, NACURO

has developed extensive programs serving the management needs of
higher educatlon——mcludmg a wide range of publications, annual worlkg
shops serving more than 2,000, college administrators, and research

‘and development efforts resultJ.ng in a number of monographs related

. to various fields of business managetent in higher education. 's
monthly publ;catlon, The Business Officer, is recognized as the% -~
ing monthly publication in prov1d1ng curtent fiscal - management infor-
mation to mstltutlons. ’ >

Before coming to NACUBO, . Finn served as busmez:,s manager and
assistant treasurer at Purdue Univexsity from 1961-1969. ' He was
graduated Phi Beta Kappa frgm Brown University w1th a major in eco-

nomics. ’ ([ )
: L : ’ . . *.

Carol Fr;nces, Chief Economist and D:Lrector, Economics ‘and Finance Unit,
‘Averican Council on Education ) -
» s \
Carol Frahces, Chief Econcmist of the Amerlcan Counml on Educa-
tion and*Director of the Economjn ahd Einance Unit, has actively
sought to stinulate interest in 1mp3:bv1ng measures of the financial
conditions of hJ.gher education institutions. .She "helped orgam,ge the
Frnanc1al Measures Project with NACUBO in 1975. One function of the
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: Project is to bring ;together those on the leading edge of the
. ' field in a series of conferences to advince the state of the
":art. As the project has evolved, she has attempted to assure, *
through speeches and panel presentatlons at conferences and leader- p
- shJ.p seminars, that the output is used both for public policy re~
view and for college and university management déc;slons

\\ ) Her work J.ncludes “NUNerous papers on fJ.nancmg higher educatlon, R
/ : mdlcator development and Jhe eooriblnlc outlook for colleges ahd uni-

versities.
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e = @Dr " Frances holds degrees in international’ relatlons from UCIA,
Stanford, and the Institute d'Etudes Pollthues and degrees in eco-
nomics from Yale and Duke. She serves.on-the Board of Trustees of
the Cammon Fund. The purpose of the Fund is to provide J.mproved
investment management services to educatlonal ingtitutions. jAmong
her professlonal affiliations, she is Vice President of the National .:

i | " Econgmists Club in chaJ;ge of organizing the semi-annual economic //,g
et out g\siu.na: N e . ) . -_
_ ‘ LT : ’ | 3 N
D. Kent Halstead,. Research Eoonomist, National Institute of Education

r. — Kent Halstead is known for identifying najor information needs
of higher education and J.ndependently undertaklng J.mportant works to
meet these needs. ; , e {

- ———

- » Among his notable aEha.eveme.nts over the last several year: are\

. - the development of the concéptual framework and generation of
. data to construct and maintain the Higher ‘Education.and Researcly
Price Indexes.

L Kent has also produ hdely used compendium publications on E
' state planning’ for higher education, on basic education references, |
and on state support for higher education. CQ’ :

p . e / i -

William Haywood, Vice esident, Business Affairs and Treasurer, Skidmoré
- College - : . .
— », / -
William Haywood recently 30ined the staff of Skidmore College RS
- " din Saratoga Springs, New York as Vice President for Business faJ.rs
and Tréasurer. Prior to joining the stafif of Skidmore College,
Haywood was Vice President for Business and Finance bf MercerfUnJ.ver—-
ssity in Maoon, Georgla. Bill . has served asYan advisor. to ACE, NACUBO
y ~and other educational associatipns. ‘He was a member of the Task Force
o " which guided ‘the development of the workbook,” "Self-Assessment of
: Financial Condition," co-authored by" Nathan, Dickmeyer and K. Soott < %
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\ He.received an Honorary Doctor of Laws degree from Atlanta
Law.School in 1969, his Master's Degree in Acdounti g and Econom—
ics from Tulane University and his' Bachelor's Degree from the Uni- .
versity of Mississippi. Dr. Haywood is Vice-Chairman of the Common
Fund for. Non-Profit Orgahizations. T : '

’ . .
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K. Scott Hughes, Director Financial Managetent Center, Natipnag Ass'ocistiog

of College and University Business Officers

s Forott Hughes is Director of the Financial Management Center "

s

‘of the National Association of College and University Business Officers

(NACUBO) . The Center undertakes projécts sponsored by the federal
government and foundations which are aimed at dmproving lity
and use of finapcial management information and leading d im-
proved financial mapagement. During his temire at NACUBO, Scott ‘has
been responsible for the development of inflatien indicators for
research universities, a monograph on the firfancial responsibilities °
of governing boards, and, along with Nathan Dickmeyer, comparative °

« . " ! et
data for commnity and juRiQr colleges. | A E
" Previously, he worked at the University of Illinois for seven
years and at Stanford University for six years in financial admin- -
istration. During that time, he focused on financial analysis, plan-.
ning.and budgeting, and accounting systems. design. v (

‘ Scott holds a Master's degree in ac?:ountimj science, whichHe
received from the Universite of Illinois in 1970. He also holds a

_B.S, in dccountancy from the University of II'linois, received in 1965.

L) ) < -

Lucie Lapovsky, Coordinator, \Einancial §lanning, Maryland State Board of

Higher Education

. William D. Law, Jr., Staff Directoy, C¢mmittee on Higher Education, -
.Florida House of Representatives 4

>
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Luéie La_ppvs'ky is currently the Coordinator for ;Financial' Plan- 3
ning of the Maryland State Board for Higher Education. She is re- .

sponsible for preparing operating and capital budget recommendations
for all higher education institutions and agenciés in Maryland for
Board submission to the Governor and legislature. She is also respon-
sible for mpnitoring all legislation with financial impact on higher /
,education in-Maryland. .

- , : - / ’ <
She rece her B.A. in Economics from Goucher. College ahd her
M.A. in Economics Yram the University of Maryland. . TN

‘ 1

Dr.;Law is Staff Director of the Commi.ttee on Higher Rducatior
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for the Florida House of Representatives. Prior to joining the .
staff of the Committee, Dr. Law held several positions with the
Florida Board of Regents, including Assistant to the Vice Chan-
cellor for Administration and Support, and Coordinator f8r Spec:.al
‘Studies, Division o/Plannlng and Budgeting.

He holds a B.A. in English from LeMoyne College and an M.A.
in Higher Education and Ph.D.#in Philosophy, Design-and Manage-
.ment of Postsecondary Education Systems from Flor:.da State Uni-

versity. — p] ‘
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Marilyn McCoy, Senier Associate, Nat,lonal Center for ngher Educdtion
' Management Systems ' ‘ -

Marilyn McCoy is a Senior Assoéiate with National Center for
Higher Education Management Systems (NCHEMS). She has been at
NG{EMS for seven years and currently directs NCHEMS work in hlgher

tlenz cs-and data—base studies’ and services.-—Hexr—recent
work has included the design of a postsecondary data core for NCES,. .
co-authoring of a study on higher.education financing in the states
with' D. Kent Halstead, and development of NCHEMS hol?ilngs of national
data-bases for research within NCHEMS and for dJ.SSemlnatlon to the ,
higher education community. ‘

‘She teceived her B.A: in Economics from Smith College, an M.A.
in Publiq Policy from the University of Michigan, and is completing :
her doctorate in Business at the University -of Colorado. 5
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, Director; Division of Academic and Financial
State Boé.rd for .Highe:r Education
Frank A. Schmldtle:m is the Dlrector of the:Division of AcademJ.c
. and Financial Planm.ng of the Maryland State Board, for Higher Education.
Dr. Schmidtlein's major. professional interests include decision theory
ts lelcatJ.ons for oﬁuzatlonal structure, state coordination -
her education, organization, fJ.nanc:Lng and governance of
hlgh educatidn and higher education research. .His ldng list of
pubicatlfms include works on state budgeting for hlgher education
gosts and academic producta.v:.ty P
He received his Ph.D. from the University of. Callfornla, Berkeley
and hlS Bachelor's Degree fyom Kansas State University. :

Hayden W. Smlth, Senior Vlg:e Pre51dent and Dlrector of Research, Council -

for Financial AJ.d to Educat_lon .
Hayden W. Smlth is the Senior Vice Pres:.dent and Director of -
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ch of the Council for Financial Aid to Education, He has

' been with CFAE for eleven years. He is the author of several
papers on the .economics of higher education, the role of voluntary
support in the financing of colleges and universities, oorporatek
aid to education, and the impact of tax policies on Charitable .-
giving. » . X - R ‘ v

He was ‘educated at Stanford University, receiving both under-

graduate and graduate degrees in economics, with a minor in statistics. '

¥ .
. He has taught econamics and worked as af® economist with Standatd
0il of New Jersey (now the Exxon Corporation) .

-

Victor Wenk, Deputy Administrator, National Center for Education Statistics

. Center for Education Statfistics in' March, 1979. =

1

Victor D. Wenkbeca? Eieputy Administrator for HEW's Natiom;:ll

. Since 1970, Mr. Wenk has served 'in various management positions
within the Mitre Corporation's Energy Resources and Environment
Divisfon and its Systems Development Division. , He was responsible

| for deyeloping Mitre's statijtical information systems program, a.

. | computer program that provided technical guidance and support to P

federal agencies concerned with the gathering, analysis and dis—
semination of nation-wide statistics.

s . - . N N
Prior to joining Mitre, Mr. Wenk was a membetr of the technicdi
‘staff of the Center for Naval Analysis and was' a research scientist .
in the Aeronautics. Division of the PhilcorFord Corporation. *®

. A graduate of New York University, where he received a Bachelor's
-Degree in Engineering Science, Mr. Wenk earned a Master's Degree in
Physics from Columbia University in 1963°and 4 Master's Degree in -
* Business Administration from Américan University in 1976. :
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Paul Wing, Coordinator of .Postsecondary Research, New York ‘State Edu-
' cation Department - ‘ -
- iJaul Wing's major work experience has been in state-level hiqr‘ler'
(33 *2ducation planning, ~first with_'gl}e University of California central
* office; then| with the Natjonal Center for Higher Education Management

C Systems, and-now with the -New’ York State Education Department. "In

his present capacity as the Coordinator of Postsecondary Research
and Information, Systems, Paul has been overseeing.the developpent of .

d

a computer-hased informdtion system and a variety of research .

. . Projects and analytical studies. Among the résearch areas currently

‘& ; receiving &ttention are enrollm;ex}‘t. projections, financing strategies,

“and institutional. classification 'systems. - .

o Paul received hi¢ B.S. in Engineering from Princeton University

in 1962 and his Doctor of Engineering in Industrial Engineering and

Operations Research fram the University of California at. Berkeley °

in1971. " - . o C IR :
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Robert H. Atwell, Vice President, Amencan Coun01l on Education, One Dupont C:chle, )

Washingtdn, D.C. 20036 - L
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E. Brady Bogue Director, Performance Fun g Project, 'I‘ennessee ngher Educatlon
Congm.ssmn, 501 Union.Building,..Suite 300, Nashville, TN: 3721,9 . -

Marjorie Chandler, Acting Direetor, Division, of Postsecondary Education Sta,

‘s .'

Natidnal Center for Education Statlstlcs., 400 Maryland Avenue, S.W., Roorn‘3673, . e

o , Washington, D.C. 20202 ; sy

, Douglas Colller, Senior Staff Assoc1ate Natlonal Center for H.lgher Educatlon
Manageme.nt Systems, P. O Drawer P, Boulder, €O 890302 )

Nathan’ chkmeyer, Director, Flnancml Conditions. PrOJect, Economics and Flnance .
3ut, American Council on E‘ducatlon, One Dupont Clrcle, Wash:mgton . D.C. 20036.

. T. 'Michael Elliétt, Director, Department of ngher Edug:atlon, 1301 NAD 7& Street,
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- D. Francis an, Executive Vice President, Natlonal Assoc1aklon of College and-,
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’ Carol Frances, ChJ.ef Economist and Director, Economics and Flnance Unlt "American
Coun01l« on E‘ducatlon, One Dupont‘ C1rcle, Washlngton, D.C. 20036 °
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> D. Kent Halstead, Research Economist, Natlonal Instltuté\ of E‘dugatlon, 1200 l9th
+ Street, N.W., Room’ 709-—DgWashmgton, D.C. *20208 '
. . o
William ywood Vlce/Presiéent,

Business AffaIJ.rs and Treasurer, Skldmore CollegeA
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K. Scott Hughes, Dlrector, Flhanc1al Management Center, Natlonal ,Assoc1atlon of
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. Lucie Lapovsky, Coord:mator, Fmanc1al Planning, Maryland State Board of nghér

' qucatlorr, Jeffrey Bulldn.ng, 16 Franc1s Stireet, Annapolrs, MD 2l40l




s
’

Wllllam D. Law, Jr. ’ S{:aff DJ.rector, Committee on HJ.gher Education, Florida House
of Representativés, 224 House Office Building, The Capltol 'I‘allahassee,
FL, 32304 . . ; . —_

Marilyn McCoy, Senior Associate, Nation#l Center for ngher Education Management
Systems, P.O. Drawer P, Boulder, CO 80302 .

Dr. Frank A. Schmidtlein, Dlrector, DlVlSlon of ,Academic and Fmanc1a1 Plahning,. ,
Maryland State Board for ngher Educatlon, Jeffrey Buildinlg, 16 Francis Street, -
Annapolls, MD 21401 . .

N ] 1 4 .
Dr. Hayden W. Smith, Senior Vice President and Director of Research, Council for :
®  Financial Aid to Education, 680 Fifth Avenue, New York, NY 10010 ' i

Paul W:i.ng,w Coordinator of Pdst,seoondaxy Research, New York State Educatlon
Department, Cultural E’ducatlon Center, Room 5B44, Empire ‘State Plaza, Albany,

. .
.
s NY 12230 ] - ]
. h .
L } : ' . . .
) o
v . . [
> .
. ~
L}
- k L)
s * o &
[y . '
.
* ‘ ‘
", L )
. - Y
.
- -y
X & -
L - - -
. %
LY .
B . .
« ¢ ;
P
&
"3
> 3 AN
¢ . ° - P ' - . - °
K k4 P .
. * 3
r
- . - .
‘., . .
> ?
L4 Q' Q
~ v
d -
. . ~f
« . -
» .
® . -
°
A}
’ 3 ' .
‘
- ¢ ¥ L - Lid
. o
N
&
ce -
-
’
0 R »
» ~ .
L} 4 -
. Y .
0'. . % \ . *
-
LR
4 2 s




R o

E]

"

American Council on Eduestion !

. ‘National Association of College and University Business officers

) Nat:l.onal Center for Educatlon Statistics . AR
3 . 1 Annapolis-3 v < )
: 1979 Working Conference *.

Progress -in Measuring FJ.nanc1al Conditions of Colleges and ‘Universities

Participants - ‘ L e

.

/

Rlchaxd Anderson, 'l‘eachers College, Box 34, Columbia Un,ive.rsity, New York, NY 10027

Loyd Andrew, College of Educat.lon, Virginia Polytechplc ‘Institute, Blacksbu.‘cg,
VA 24061 < .

-~

\Frank Atelsek, Director, HJ.ghe.r Educat.lon Pangl, Amerlcan Council on Educatmn, .

N\ One Dupont Circle, Washmgton, D.C. 20036

* v
s

is 0. Baker, Natlonal Center for Education Statistics, 400 Maryland Ave., S.W.,
“‘R\San 3073 - FOB—6 Washington, D.C. 20202 o

A &

George W. Baughman Dlrector, Special Projects, The Chio Unlve.r51ty, 19 Admmls—
_stration Building, Columbus, OH 43210

I ’ &
@

Noxman Brandt, Survey Director, National Center for Education Statistics, Room 3073
FOB-6, Wash:.ngton, D.C. 20202 , ' ,[

AN
Roberta Cable, Sacred Heart Umve.r51ty, Bridgeport, CI‘ 06606

James J. Caputo, Controlle.r, American Coun011 on Educatlon, One Dupont Clrcle,
Washington, D.C. 20036 °

pavid I. Carter, Assistant to the Chancellor for Financial Affairs, The University
of Alabama System, P.0. BT, Ur_p.ver51ty, AL 35486

Sharon Coldren, Assistant Director, Edonomics and Finance Unit, American Counc1l
on Education, One Dupont Circle, Wash.mgton, DC 20036

Anna~ Marle CJ_rJ.no, staff Ass:Lstant, Nat.lonal Association of College and University
Bﬁs:.ness Offlce.rs, One Dupont. Circle, Suite 510, Washington, D.C. 20036
. [‘\
Salvatore B. Corrallo, Director, Postseoondary Programs Division, U.S. Offlce_ of°
Education, 400 Maryland Ave., S.W., Room 4087, Washington, D.C. 20202 |
Kenneth M..Deitch, The Sloan Commission on Government and nghe.r Education, 330
Broadway, Cambrldge, MA 02139 . ] s
James F‘armer, Systems Research, Inc., 1030 15th St., N.W.; Room 300, Washmgton, .
p.C. 20005 '
N s

‘s

1
. s |
‘ - .. ' |
- E T 86 : . :'
: . ' i 7
. ’ -
.




" Jerry Glass, American Assoc1at.10n of Unlver51ty

4

Ronald P Kurtz, Manager, Financial Planning ang

Paul F. Mertins, ChJ.ef University and Collegs

p essm;s', One Dupont Circle,
Suite 500, Washington, D.C. 20036 - T .

James A. &att, Financial Analyst, National Associ t_'LOI'l of College and Umvermt(
Business Officers, One Dupont Circle, Suite

Robin Jenkins, Financial Management Intern Nat.lo al Association of College and .
University Busmess Officers, One Dupont Cirfle, Suite 510, Washington, D. C.
20036

nd Savings Bank, 111 West Monroe

S
" . r N

Steven M. Jung, American Inst.ltute for Research | P,0. Box 1113, Palo Alto, CA 94302

C. Thomas Johnson, Vice President, Harrls Trust
‘St. 2 Chlcago, IL 60690 )

Analysié, Student, Loan Marketing
. Association, 1055 Thomas Jefferson St., N.W., Washington, D.C. 20007 1
David Longanecker, Analyst, Congress:.onal Budgs

t Office, 2nd and D Sts., S.W.,
Washington, D.C, 20515 T §

Office of Evaluation and Dissemination,
6, Washington, D.C. 20202 °

James P. Maxwell, Operations Research A:nalyst;
U.S. Office of Education, Room 4087 - FO
, ) \
tSurveys and Studies Branch, National
Center for Educat.lon Statistics, 460 7land Ave., S.W., Room 3073¢ FOB-6,
Wash.mgton, D.C. 20202 .

David D Mescher, Education Program Spec:.alls r U.S. Office of Educat.lon, 400
Maryland Ave : S.W., Wash:.ngton, D. C,. 20202,

- R .
* - D
t N :‘
, . Y
) Y
, e,
. . \
A
-
v« N
" v
. \ -
Y .
: ,. )
< .
w ) ° ~
“pper . ' -
. K4 .
h M'ﬁ“ T
« 87
Y A}
“ ’ ; . b
. - N , ’ L4 ~ .
' 98 ‘ *
6 C ‘
- < . - * ’ 4
® . * R
- 5 \.-:A‘-.; a ' Y 'r%

10, Washington, D.C. 20036 /

¢




